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Only STEEL can do so many jobs so well 


Germ-free Animals. At the Lobur: i 
Institute of the University of Notre 
Dame, these Stainless Steel germ-free 
units hold animals that lead a germi- 
free life. The animals are handled with 
the large gloves shown, and valuable 
experiments can be run on creatures 
who eat only sterilized food, and 
breathe sterile air. The Stainless Stee! 
tanks are smooth and easy to clean. 
and they will not corrode. 








Withstands 100 Falling Tons. The 
Air Force B-47 Stratojet weighs 100 
tons. When the plane touches down 
onto a runway, it needs the toughest, 
strongest landing gear that money can 
buy. The outer cylinder of each out- 
rigger strut is made from USS Shelby 
Seamless Tubing. There are no welds. 
Each tube is pierced from a solid bil- 
let of fine steel. Only steel can do so 
many jobs so well. 





200,000 Square Feet of Roof! The roof for this huge factory is made from steel roof deck 


welded to the roof purlins. The small crew shown in the picture can install over 8.000 square feet 
in a day. The welded construction protects against wind, bomb blast or earthquakes. 


UNITED STATES STEEL 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh 30, Pa. 
AMERICAN BRIDGE. .AMERICAN STEEL & WIRE and CYCLONE FENCE. .COLUMBIA-GENEVA STEEL. .CONSOLIDATED WESTERN STEEL..GERRARD STEEL STRAPPING. .NATIONAL TUBE 
OIL WELL SUPPLY... TENNESSEE COAL & IRON. .UNITED STATES STEEL PRODUCTS. .UNITED STATES STEEL SUPPLY. .Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNITED STATES STEEL HOMES, INC. - UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY - UNIVERSAL ATLAS CEMENT COMPANY 6-1028 





This trade-mark is your guide to quality stee! 


SEE The United States Steel Hour. It’s a full-hour TV program presented every other week by United States Steel. Consult your local newspaper for time and staticn. 
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WHAT'S HAPPENING AT GOODYEAR—No. 3 OF A SERIES 
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Orn the average. today’s passenger car carries 65 
pounds of tire rubber and 50 pounds of other-than- 
tire rubber. or nearly 75% as much as in tires. To 
insure comfort and a smoother, safer ride, more 
rubber is being used every year. Larger floor mats, 
Airfoam seat cushioning, dashboard padding, heater 
hose, automatic transmission, power steering all put 
additional rubber to work. Even rubber springs for 
automobiles are a future possibility. 


Goodyear makes literally thousands of industrial 
products, ranging from small precision-built gaskets 
to miles-long conveyor belts capable of carrying 
great tonnages of bulk material. The almost endless 
list includes V-belts for power transmission, both in 
industry and on vehicles, all kinds of hose, and many 


molded and extruded rubber specialties. 
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Industrial rubber goods represent but one of 


Goodyear’s diversified activities. Others include, in 
addition to tires, the production of aircraft and avia- 
tion products—foam products, films, and flooring— 


chemicals—shoe products—metal products—atomic 





and munitions plant operations for the government 
—and extensive foreign manufacturing and sales 
outlets . . . all increasing their productivity to meet 


growing market needs today and tomorrow. 


TODAY... AND TOMORROW 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 
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@ Practical answers to estate 
planning questions often come 
from man-to-man talks involving 
the estate owner, his attorney 


and his trust officer. 


@ Trust officers of the 

City National Bank and 

Trust Company of Chicago 
welcome the opportunity to 
participate in such round-table 


discussions. 


@ Concrete benefits usually 

result: economical estate programs, 
long-time satisfaction for the 
family and peace of mind for 

the estate owner . . . less time- 


consuming detail for the lawyer. 
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Cover Picture . . . Skyline of Melbourne, 
Australia, reflected in the calm weters of 
the River Yarra. Besides being the scene 
of the Olympic Games this year, Melbourne 
— Australia’s second largest city, with a 
population of more than 1,500,000 — is the 
headquarters of the Trustee Companies As- 
sociation of Australia. Half the members of 
this Association are subscribers to Trusts 
and Estates — some of them of many years’ 
standing — and a report of trustee business 
in Australia appears in this issue. Unlike 
all but a few trust companies of the United 
States, but like those of Canada, trustee 
companies in Australia do not engage in 
commercial banking. Broadly speaking, they 
limit their activities to administration of 
trusts and estates and settlements, acting 
2s attorney for absentees and others, and as 
trustee for debenture holders. The first 
trustee company was incorporated more 


| than 75 years ago. By 1937 there were 21 
| companies 


administering assets worth 


| £219,000,000. Now 22 companies administer 


assets werth £600.000.000. 


Pan American World Airways Photo 








Entered as second-class mattcr February 6, 1939, at the post cffice at New York, N. Y., under the Act of 
March 3, 1879. Additional entry at Paterson, N. J., July 23, 1936. 
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PARKE-BERNET 
GALLERIES, Inc 


980 MADISON AVENUE 
NEW YORK 21 


SPECIALISTS IN THE 
LIQUIDATION OF ART 


LITERARY AND OTHER 


PERSONAL PROPERTY 
AT PUBLIC AUCTION 
From 
Distinguished Sources 
AND 





PARKE-BERNET - Inc 


| MACHINERY, SURPLUS AND 
REAL ESTATE DIVISION 


A Subsidiary 
For Public Auction Sale 


throughout the United States 
of all types of industrial prop- 
erties, products, materials, 


government surplus, rea 
estate, etc. 


Write for information 


] 


regarding the Parke-Bernet 
method of selling personal or 


industrial properties at 
public auction 
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IN KANSAS CITY 


IT’S CITY NATIONAL 


. complete banking and fiduciary 


facilities 


. . over 30 years successful trust 


operations 


. capital funds over $15,000,000 






tional Bank 
Oth & Grand 
Kencsas City 41,Mo. 





Member Federal Deposit Insurance Corporation 
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SOCIAL SECURITY OR POLITICAL SECURITY? — 
The new Social Security law, passed in the 
Senate by a 90-0 vote, will necessitate 
another look at company pension plans, and 
further digging into presumably inexhaus- 


tible tax pockets. This election year 
philanthropy provides for 80% benefits to 
employed women retiring at age 62, when 
their life expectancy is 17.9 more years, 
and full benefits for widows at 62. (Men 
at full retirement benefit age of 65 have 
a life expectancy of 13.1 years.) The pro- 
vision for benefits to "disabled" workers 
beginning at age 50 promises to be one of 
the most troublesome and costly pieces of 
legislation yet conceived by paternalistic 
governments, as insurance adjusters can 
testify. 


PROPOSED REGULATIONS ON TAXATION OF 
TRUST INCOME under the five-year throwback 
rule are explained with examples by tax 
editor Samuel J. Foosaner at page 688. 


THE DEFINITE-FORMULA REQUIREMENT for de- 
termining profits to be shared under 
profit-sharing and stock bonus plans has 
been eliminated by the Internal Revenue 
Service in T.D. 6189. In related rulings, 
IRS directs its personnel to rule on plan 
qualification irrespective of the inclu- 
Sion of a definite contribution formula, and 
allows employers to raise the amount of de- 
ductible contributions without seeking ap- 
proval of changes to lift or remove the 
ceiling. 


"GIFTS OF SECURITIES TO MINORS ACT," 
Sponsored by the Association of Stock Ex- 
change Firms and now adopted in 13 states, 
offers a relatively simple and effective 
means of placing stock in the names of 
children. Major use of this mechanism, ac- 
cording to G. Norman Widmark, will be for 
Smaller sums, as the traditional trust 
device offers greater flexibility and 
adaptability for more substantial sums. 
Estate, gift and income tax conSequences 
of the new Act are appraised at p. 698. 
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HOLDERS OF SHARES OF REGULATED INVEST- 
MENT COMPANIES are given tax relief under 
a bill passed by Congress last month. Ef- 
fective for company years beginning after 
Dec. 31, 1956, the law permits such com- 
panies to pay to the Treasury, as before, 
25% of the undistributed net long term 
capital gains for the year, but allows the 
Shareholders on their returns to take 
credit against their tax liability for the 
25% payment. The shareholders' bases for 
their stock in the company will be in- 
creased by 75% of the undistributed gains. 
(See p. 723.) 


A NEW APPROACH TO FINDING AND TRAINING 
top quality bank personnel is under way in 
Indiana — a kind of Summer internship for 
college students with emphasis on educa- 
tion rather than quantity of work done. 
Started by one bank five years ago, six 
now participate. (See page 697.) 


RECORD DIVIDEND PAYMENTS OF $4 BILLION 
in the first six months of '56 — a 20% 
increase over the first half of '55 for 
common stocks listed on the New York Stock 
Exchange — promise to be a political issue 
as well as a bargaining tool for union 
leaders. Much will be made of the supposed 
favoritism to the "wealthy investor" 
class. Thoughtful citizens will want to 
set the record straight and in perspec- 
tive. Total dividends paid by corpora- 
tions last year were a tidy $11.2 billion, 
compared with $9.2 in 1950 (up 22%) and 
$5.8 in "S39 (up 195%)..ccccceee But as a 
per cent of national income dividend pay- 
ments were only 3.6% in '55, compared with 
353.8% in '50, and 5.2% in '39. Wages and 
Salaries (other than government and mili- 
tary) were 58% of total national income 
in 1955, compared with 55% in '50 and 
55% in '39. More of what industry produces 
is going to wage and salary-earners, less 
to those who put up the capital that pro- 
vides the modern "tools" which are primar- 
ily responsible for the increase in pro- 
ductivity..cceeee.UeS. NEWS (Aug. 3) lists 
the "real" income gains of a wide variety 
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of workers, Showing increases since 1939 
ranging from 14% increase for telephone 
employees to 107% for coal miners. An in- 
teresting contrast is the bondholder in- 
come, down 49%. Dept. of Labor figures 
show cost of living up 94% since 1939, 
wages up 219% in manufacturing plants. 


INFLATIONARY FORCES FAVOR PROFESSIONAL 
INVESTORS and estate consultants in two 
important ways. They vitiate the purchas- 
ing power of governmental old-age benefits 
or social "Security" at the time when they 
become effective. Uncle Sam may assume the 
role of the poor man's estate planner, but 
those who wish adequate subsistence or 
above-average living must recognize the 
need to save and plan their individual 
estates — not only for their heirs but for 
their own non=productive yearS..cecceee 
Also, increasing costs spell different 
prospects for different industries or com- 
panies. High living costs drain off indi- 
vidual consumer spending from non-essen- 
tials, and raise the break-even point un- 
evenly for various types of corporate 
operations. This and other factors, such 
as ever-increasing technological advances, 
make the security market more and more 
selective, both in a rising and declining 
market. And the faster tempo of industrial 
changes puts an added premium on the ser- 
vices of professional investors who not 
only have training and facilities for com- 
parative investigation but are constantly 
watchful and currently informed. 


GROWTH POTENTIAL OF DRUG INDUSTRY RE- 
MAINS HIGH based upon intensive research. 
Both ethical and proprietary divisions of- 
fer attractive profit prospects but care 
in selection and timing are especially im- 
portant in the ethical field due to profit 
margin shrinkages from sharp competition. 
(See page 755. ) 


HOT-WEATHER NOTE: BANKS ARE BLOSSOMING in 
il shapes and sizes and places. Some are 
) modern you can't tell whether they are 
aylight Bakeries, Artists' Studios or 
abor Union Headquarters. And it is be- 
oming increasingly difficult to find a 
cor to get in, or get out. But to make up 
or this seemingly inhospitable architec- 
ire, they have taken so many banking 
cilities outdoors that perhaps a cus- 
omer doesn't need to go in anyway. 

Ve had almost got the hang of Auto 
Drive-Ins and Night Depositories when 
along came Walk-Ins, Snorkels, even turn- 
tcole tellers-windows, garden banking and 
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to cap it off, a Bank on Wheels. The lat- 
ter is not new; they had one in So.Caro- 
lina in the '80s, but people got the idea the 
cashier might do like the Arabs some night 
and the deposits fell off before the 
wheels did. 


Latest in the "if you can't bring your 
money to us, we'll bring the bank to you' 
trend is the Maritime branch. This is not 
to be confused with sea-going offices that 
a couple of city banks maintain on super- 
liners to Europe, but a land-lubber bank 
at the end of a yacht canal in Ft. Lauder- 
dale, Fla. 


Then there is the subway bank office in 
New York, where you can, we suppose, get 
a "fast" loan, buy train tokens or deposit 
the wife's paycheck. Banking-by-mail has 
become a necessary convenience for the 
customer with fallen arches, where there 
isn’t a branch closer than a couple of 
blocks. But this trend could go too far 
eseeeeeSOome one may get an idea from the 
street-corner Santa Claus well, with coin 
pot and bell, or start giving pastel- 
colored trading stamps, redeemable for 
baby-carriages or hair-restorers. We'll 
settle for an air-borne orchid and 37 more 
ball-point pens, when they have a grand 
opening at the Head Office. 








Habor scene painted by Walter Kennedy, 


Five years ago Walter Kennedy, president of First Na- 
tional Bank of Montgomery, Ala., took up painting as a 
hobby. He began with scenes around his own house, moved 
on to copying paintings of famous artists, and then grad- 
uated to reproducing in oils the scenes he had photographed 
in color on a trip to Europe. He has completed more than 
50 in the past five years. They are not for sale or exhibit but 
at the request of people at the bank, some paintings have 
been hung in various departments. 


Mr. Kennedy is chairman of the Executive Committee of 
the Trust Division, American Bankers Association. 
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Banking Habits Surveyed 


Only 5.9% of 5,266 respondents in a 
recent survey mentioned trust funds, 
when asked if they knew of any services 
offered by banks in addition to savings, 
checking, personal loans, auto loans, 
mortgage loans, and home improvement 
loans. Executor services were known to 
3.6%, advice on investments to 2.3% 
and advice on wills to 1.0%. 


The survey covered 5,600 families se- 
lected to be typical, but not including 
the lowest income or least educated 
groups. It was conducted by the J. 
Walter Thompson Co. for the Joint Com- 
mittee on Public Relations of the Amer- 
ican Bankers Association and the Asso- 
ciation of Reserve City Bankers. 


Results of the survey reflected the 
great opportunities for banking among 
the middle income groups and_ the 
public’s failure to appreciate the bank- 
er’s participation in community affairs. 
Since the survey showed 80% of fami- 
lies interviewed have checking accounts 
and 56% don’t know of any other bank- 
ing service available, there should be 
a great opportunity to sell additional 
services to present customers. Almost 
as many women as men visit the bank 
once a month or more and form an 
important sales prospect segment. The 
value of advertising was indicated by 
the fact that 87% of respondents re- 
membered hearing or seeing bank ad- 
vertising. 


A A A 


First Mortgage Common Trust 


Fund 


Pioneer Trust Co., Salem, Ore., on 
February 6, 1956, established a Common 
Trust Fund for mortgage investment as 
allowed under Regulation F, Section 17 
(d). This section authorizes a special 
form of Common Trust Fund to be in- 
vested primarily in real estate mort- 
gages. Pioneer Trust is fittingly the first 
institution to establish a fund of this 
character. 


News of the establishment of the fol- 


lowing Common Trust Funds has reach- 
ed us since the list published in July. 


Institution Date Type* 
American Trust Co., 
San Francisco 5-31-56 D 
Indiana National 
Bank, Indianapolis 11- 1-55 
Irwin Union Bank & 
Trust Co., Colum- 
bua, Ind... 1i- 1-55 L 
Berks County Trust 
Co., Reading, Pa. 7-11-56 L 


*Code: D discretionary; L legal. 
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SHRUNKEN ESTATE ASSET 
SOLD AT PROFIT 


Shrinkage in estate assets is an ever- 
present hazard in estate settlement. 


But suppose an executor finds that 
an asset has shrunk before it even comes 
under his control? 


A shrunken head, for example. 


T. H. B. Boothe, vice President and 
Trust Officer of the Glen Ridge Trust 
Company in New Jersey, is not a head- 
hunter. He just found one, and then had 
the problem of disposing of it. 


One of the customers of the Glen 
Ridge Trust Company died suddenly. 
The only remaining relative was the 
mother of the bank’s customer and she 
died two weeks after her son’s death. 


The bank in assuming executorship 
took complete charge of the estate. This 
included the responsibility of apprais- 
ing the contents of the home where their 
late customer had lived, with the object 
of liquidating the effects as advantage- 
ously as possible. 


The customer had been a collector. 
He had assembled stamps, paintings, In- 
dian arrowheads and artifacts, and ob- 
jects of carved wood and ivory. 


“Tt was while packing the large stamp 
collection, that I pulled a box out of 
the way of the movers,” said Mr. Boothe. 
“I idly toyed with the carved figures it 
contained. There was a small box among 
the figures. I opened it by sliding the 
cover off. Inside was an object wrapped 
in tissue. I peeled the tissue away to 
find a shrunken head, slightly larger 
than my fist, with snaky locks of hair. 


“T put it back in the box. It was not 
an item that an executor cares to en- 
counter unexpectedly.” 


Naturally many expert appraisers were 
required to estimate the monetary value 
of the diversified assets of the estate. 
Eventually a dealer was found who came 
forward with an offer for the shrunken 
head and, after negotiation, this asset 
was sold at a profit to the estate. 


Mr. Boothe, on finding the object, 
had the problem of safekeeping. The 
bank staff threatened to walk out in 
a body if the head was brought there. 
Mr. Boothe’s family looked with equal 
disfavor on the prospect of harboring 
a bodiless stranger. Mr. Boothe main- 
tains fiduciary reticence on this cus- 
todianship problem. 


“First get the head out of water” 
is an axiom of executorship. This means 
the primary task is to assembled suf- 
ficient assets to pay pressing charges 
against the estate. But a shrunken head? 
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Red Bankers Talk Little 


The five Soviet delegates to the Inter- 
national Banking School at Rutgers Uni- 
versity last month followed the new 
official line of the Kremlin, smiling and 
shaking hands at the slightest provoca- 
tion, but most uninformative. 

Thirty-nine flags of the participating 
nations flew on the campus during the 
sessions attended by 200 delegates to the 
School, which was founded before the 
last war by the Institute of Bankers in 
London, the Rutgers meeting being the 
ninth, 


In a press conference, some twenty 
bankers from overseas said their main 
concern for the immediate future was 
inflation rather than recession. European 
bankers thought the Americans were too 
optimistic, and they were concerned 
about instalment buying here. 


The chief Soviet delegate explained 
that there are two main banks in Russia: 
The State Bank, which has 5,000 
branches and in which amounts over 
3,000 rubles ($750 at official rate) may 
be kept, and the State Savings Bank, 
which has 20,000 offices and in which 
lesser amounts must be kept. Accounts 
in both draw interest at 2% per annum, 
rising to 3% if deposits are there for 
more than six months. Both banks invest 
in Treasury obligations and make loans. 
Russian Treasury Savings Bonds carry 
a lottery feature (drawings every 2 
months; prizes up to 100,000 rubles) 
and are bearer obligations. They are 
subject to inheritance tax if paid to 
persons. 


A A A 
Virginia Bankers School Adds 
Outside Students 


innovations characterize the 
1956 session of the Virginia Bankers 
School. Trust officers from West Vir- 
ginia were invited to join the Trust 
Division of the Virginia school. Then to 
attract outstanding graduates of Virgin- 
ia’s colleges, scholarships were offered 
to the outstanding man in the “Money 
and Banking” courses who would be a 


Two 


senior next year. The majority accepted, 7 


bringing half a dozen or more outstand- 
ing college students to the VBA School. 


A A A 


®@ At the 34th annual convention of the @ 
National Association of Bank Women, § 
to be held in Minneapolis, a panel ses- @ 
sion on Trust Service will be conducted § 


September 19th by Mrs. Roberta R. Ash- 
ford, assistant 


Jacksonville. 


TRUSTS AND EstTATES § 


la ORNS 


cashier and assistant § 
trust officer of Florida National Bank at 
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AIR MAIL 
THE HANOVER BANK 
8 P. O. BOX 53 LA GUARDIA AIRPORT STATION i 


FLUSHING 71, N. ¥. 


70 BROADWAY POUCH LOOSE ONLY TO 


ane LAME La Guannin | 


Indiana Banker is proud of 


HANOVER’S RUSH 
AIR MAIL SERVICE 


“We are very pleased with the way this air mail 
service has worked, and be assured that we 

are going to continue to use it in the future. 

It has been very kind of you to keep us 
informed of the date and time of arrival of our 
transit letters. This is one of the many things 


that make us proud to have the Hanover Bank 
as our correspondent.” 


For Better Correspondent Banking Better See Hanover 


THE HANOVER BANK 


Member Federal Deposit Insurance Corporation 
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Proposed Regulations on Income Taxation Under 


Five-Year Throwback Rule | 


SAMUEL J. FOOSANER 


Foosaner, Saiber & Schlesinger, Newark, New Jersey 


N SPITE OF THE OPERATION OF THE 
ean and 12-month rules” under 
the 1939 Internal Revenue Code it was 
possible to shift the tax burden in part 
from a beneficiary to a trust. This was 
accomplished by deferring the distribu- 
tion of trust income from one year to a 
date more than 65 days after the begin- 
ning of the following year, and distribu- 
ting the trust income for the following 
year within 65 days after the end of that 
year. In this manner, the beneficiary 
would be taxable to the extent of the 
trust income for the second year only, 
even though he had received all of the 
income of both years. By thus accumula- 
ting trust income to low income years 
of beneficiaries, substantial tax avoid- 
ance could be effected. In order to elimi- 
nate this recognized loophole in the law, 
Congress enacted a complex set of rules 
and formulae, known as the “five-year 
throwback” rule. 

Proposed Regulations recently issued, 
Sections 1.665-1 - 1.668(b)-l. do much 
to simplify and clarify the problems in- 
volved. Many actual examples of the 
“five-year throwback” rule in operation 
are provided. They should furnish clear 
guideposts and reasonable assurances of 
certainty in applying the mechanics of 
the rule. 


The effect of the rule is to “throw 
back” to the five preceding years 
amounts paid, credited, or required to 
be distributed by a complex trust in 
excess of its distributable net income for 
the current taxable year, and to tax 
the beneficiaries to the extent that the 
distributable net income of those prior 
years was not, in fact, distributed.' 


It is further provided that the result- 
ing tax cannot exceed the aggregate of 
the taxes that would have been attribu- 
table to the amounts thrown back to 
previous years had such amounts been 
included in the beneficiaries’ gross in- 
come for those years. By providing the 





*Section numbers refer to Proposed Regulations. 
1Sec. 1.665-1. 
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beneficiaries with a credit for any taxes 
previously paid by the trust which are 
attributable to the excess thrown back, 
double taxation is avoided. The benefi- 
ciary thus reports the income currently, 
but taxwise is placed in the same posi- 
tion as if the trust made the distribu- 
tion at the time it received the income.” 


Exceptions to “Five-Year 


Throwback” Rule 


It is important to observe that the 
rule does not apply to any of the follow- 
ing: 

1. Any estate* 


2. Accumulations of less than $2.- 


000.4 


3. Amounts paid, credited, or re- 
quired to be distributed to a beneficiary 
under 21 years of age, or yet unborn 
at the time of the accumulation of the 
income.” 


4. Certain emergency distributions.® 


5. Amounts properly paid or cred- 
ited to a beneficiary upon the benefici- 
ary ’s attaining a specified age or ages, 
provided: (a) the total of such distribu- 
tions do not exceed 4 with respect to 
that beneficiary, (b) the period between 
each distribution is 4 years or more, 
(c) on January 1, 1954, such distribu- 
tions are required by the specific terms 
of the governing instrument, (d) the 
amounts are paid or credited as a final 
distribution more than 9 years after the 
last transfer to the trust.‘ 


Accumulation Distribution 


An accumulation distribution is the 
amount, (if it exceeds $2,000), by 
which the amounts properly paid, cred- 
ited, or required to be distributed in 
any year by a complex trust exceed the 
distributable net income. Distributable 
net income, determined under Section 


Sec. 1.668 (a) -1. 


3Sec. 1.665-1. 

4Sec. 1.665 (b)-1. 

*Sec. 1.665 (b)-1(b) (2). 

®Sec. 1.665 (b)-1(b) (3). 

Sec. 1.665(b)-1(b) (4) and (5). 


643(a) of the Interna! Revenue Code of 
1954, is the taxable income of the trust 
for each year subject to the following 
adjustments: (1) no deduction for trust 
distributions of current or accumulated 
income allowed under Sections 651 and 
661 of the 1954 Code, (2) no deduction 
for personal exemption, (3) capital 
gains and losses, not required to be dis- 
tributed to beneficiaries, are excluded, 
(4) extraordinary dividends or stock 
dividends allocated by the trustee to 
corpus are excluded, (5) tax exempt 
interest is added back, (6) dividends up 
to $50, normally excluded, are added 
back.® 

To illustrate the meaning of an ac- 
cumulation distribution, let us suppose 
the terms of a trust instrument provide 
that the trustee has discretion either to 
accumulate make distribu- 
tions to A and B. He may also invade 
corpus for the benefit of A and B. The 
trust has income during the taxable year 
of $20,000 as defined in Section 643(b) 
of the 1954 Code, and expenses of $5.000 
which are allocable to corpus. $10,000 
is distributed to A and $8,000 to B. 
There is distributable net income of 
$15,000. The accumulation distribution 
is $3.000, computed as follows: 


income or 





Total distribution __. $18,000 
Less: Income required to be 
distributed currently __. -0- 
Other amounts distributed 18,000 
Distributable net income 15.000 
Accumulation distribution 3.000 


Undistributed Net Income 


An accumulation § distribution is 
“thrown back” to each of the five pre- 
ceding years in inverse order. In order 
to make the rule operative, the trust 
must have had undistributed net income 
in at least one of the five preceding t2x- 
able years. “Undistributable net income” 
for any taxable year is defined as ihe 
distributable net income of the trus! as 
determined under Section 643 of the 


§Sec. 1.665 (b) -1. 
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1954 Code for that year less (1) the 
amount of income required to be dis- 
tributed currently and any other 
amounts properly paid or credited or 
required to be distributed to benefici- 
aries in the taxable year, and (2) the 
amount of taxes imposed on the trust.° 


Let us assume that a trust has distrib- 
utable net income of $25,000 in 1955. 
The trustee is required to distribute a 
minimum of $5,000 to beneficiary A 
each year. In 1955 he distributed a total 
of $17,000 to A. Taxable income of the 
trust is $8,000 and a tax of $1,960 is 
paid. The undistributed net income of 
the trust would be computed as follows: 


Distributable net income ___. 

Amount of income re- 
quired to be distributed 
currently $5,000 


Other amounts properly 
paid or credited $12,000 


1,960 


$25,000 


Less 2 


Taxes 18,960 





Undistributed net income $ 6,040 


Amount Allocated 


When a trust makes an accumulation 
distribution, such distribution must be 
included in the beneficiaries’ taxable in- 
come for that year to the extent that 
there was undistributed net income of 
the trust for the preceding 5 years.'” 
Thus, it becomes necessary to determine 
the amount of undistributed net income 
for the preceding 5 years. The most re- 
cent year of the preceding 5 vears is the 
starting point. If, for example. an ac- 
cumulation distribution occurs in the 
taxable year 1969, and the trust has no 
undistributed net income for the taxable 
year 1959, no portion of the 1960 ac- 
cumulation distribution will be deemed 
to have been distributed on the last day 
of 1959, The term “5 preceding taxable 
years” includes only the 5 years imme- 


c. 1.665 (a) -1. 


s 


ec. 1.666 (a) -1. 


‘Coonge the decision reached at the meeting 
—but don’t let the others know,” one of the 
Ulu-‘rations from the article “How to Wreck 
a Conference” in July Management Review. 


Avcust 1956 





diately preceding the year of the accum- 
ulation distribution, even though the 
trust has no undistributed net income 
during one or more of those years. 


Total Taxes Deemed Distributed 


If an accumulation distribution for a 
particular year exceeds the undistributed 
net income for the preceding taxable 
year, then an additional amount equal 
to the taxes imposed on the trust for 
such preceding taxable year also is 
deemed distributed." 


“Taxes imposed on the trust” repre- 
sent the amount of Federal income taxes 
properly allocable to the undistributed 
portion of the distributable net income. 
It is the difference between the total 
taxes of the trust for the year and the 
lesser amount which would have been 
due from the trust if all of the distribu- 
table net income had been distributed. 


By way of illustration, assume a trust 
has taxable income of $10,500 after al- 
lowable deductions for its expenses and 
distributions actually made to benefici- 
aries. The distributable net income of 
the trust is $15,000 and distributions to 
beneficiaries amount to $10,000. 





Taxable income - ad 2 $10,500 

Less: Undistributed portion of 
distributable net income 
($15,000-$10,000) 5,000 

Taxable income if all distribu- 

table income were distributed _ 5,500 

Income taxes on $5,500 1,230 

Total taxes on taxable income 

of $10,500 2,830 

Taxes as above if all distribu- 

table income had been distributed 1,230 

Taxes imposed on trust $ 1,600 


If the accumulation distribution is 
less than the undistributed net income 
for the preceding taxable year, then an 
amount equal to the taxes imposed on 
the trust for such preceding taxable 
year, multiplied by the ratio that the 
accumulation distribution bears to the 
undistributed net income for the preced- 
ing taxable year, is deemed distributed.'* 


Refunds Where Accumulations 
Deemed Distributed in Prior 
Taxable Years 

The trust itself is not allowed a re- 
fund of Federal income taxes which, in 
effect, have been reduced by an applica- 
tion of the accumulation distribution to 
the prior taxable years.'* Such taxes are 





1iSec. 1.666 (b) -1. 
12Sec. 1.666 (c) -1. 
138Sec. 1.667-1. 


















Canada -Wide 


Trust Service 





A staff fully experienced 
in ancillary administration 
is at your service. 


With offices and agencies 
across Canada we provide 
quick action based on a 
thorough knowledge of local 
conditions. 


GUARANTY 
TRUST 


Company of Canada 










Toronto Montreal 
Windsor Niagara Falls 
Sault Ste. Marie Calgary 


\ Vancouver fo 
WE WANT MONEY! 


We're Willing To Pay For It! 


OLD STYLE 
U. S. Large Size Paper Money 


Ottawa 
Sudbury 


























ROLLS OF BRAND NEW COINS 
1¢, 5¢, 10¢, 25¢, 50¢ 
Prior to 1956 


GOLD COINS 
$1.00, $2.00, $3.00, $4.00 
$5.00, $10.00, $20.00, $50.00 


Collections of U. S., Foreign and 
Ancient money from estates or 
private collectors purchased for 
cash, 
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THROUGH 
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“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


WILMINGTON 


Trust Company 
Wilmington, Delaware 


Capital Funds. . 
. « « $267,339,765 


Total Assets 


. - $ 26,610,430 





allowed as a credit against the individual 
income tax liability of the beneficiaries 
in the current taxable year. The credit 
is in the amount of the reduction in 
taxes to the trust resulting from the 
application of the accumulation distri- 
bution. 


Example 


Some of the principles set forth in 
the Proposed Regulations may be illu- 
strated by the following example: 


Trust “A” makes accumulation dis- 
tributions of $5,000 for the year 1959 
and $25,000 for 1960. 


The undistributed portion of distribu- 
table net income, taxes imposed on the 
trust, and undistributed net income for 
the years 1954 through 1958 are as 


follows: 


The accumulation distribution for 
1960 is deemed to have been made on 
the last day of the 5 preceding taxable 
years, to the extent of $16,962, the total 
of the undistributed net income for such 
years, as shown in the tabulation below. 
Inasmuch as the accumulation distribu- 
tion for 1960 exceeds the undistributed 
net income for the preceding taxable 
years, total taxes in the amount of 
$6,371, imposed on the trust for such 
years, also are deemed to have been 
distributed on the last day of such years. 





Taxes 

Undistributed Imposed 

Year Net Income on Trust 
SS none none 
i956. $ 2,662 $ 671 
1957 $10,500 $ 4,500 
LS $ 3,800 $ 1,200 
$16,962 $ 6,371 

a none none 





Undistributed Portion of 


Year Distributable Net Income 
1958 $10,000 
1957 $15,000 
1956 $ 5,000 
1955 none 
1954 $ 8,500 


Undistributed 
Net Income 


Taxes Imposed 
on the Trust 


$2,500 $7,500 
$4,500 $10,500 
$1,200 $ 3,800 

none none 
$2,000 $ 6,500 





The entire amount of the accumula- 
tion distribution for 1959 ($5,000), is 
less than the undistributed net income 
for 1958 ($7,500); therefore, in addi- 
tion to this amount, a_ proportionate 
amount of the taxes of $2,500 is deemed 
to have been distributed. The apportion- 
ment of taxes may be made as follows: 


$5,000 (AD—1958) 


$2,500(T) x — = = 
$7,500 (UNI—1958) 


= $1,667 





In allocating the accumulation distrib- 
ution for 1960, the following computa- 
tion will be made: 


Undistributed net income at the 


close ot 1958 «= SRO 000 
Less: 

Accumulation Distribution 

ee $5,000 

Taxes Deemed 

Distributed _..... 1,667 
Ee a eae ee 6,667 
$ 3,333 
Less: 

Personal Exemption -............ 100 
SS ES Ea ean eee 3,233 
Taxes Imposed on the Trust 

(Income Taxes on $3,333) __ 671 
Undistributed portion of distrib- 

utable net income as of the 

Giese: of 7959 3,333 
Less: 
Income taxes attributable 
Ee See eee 671 
Undistributed Net Income for 
1958 as of the close of 1959... $ 2,662 


No portion of the 1960 accumulation 
distribution is deemed to have been 
made on the last day of 1954, this being 
the sixth preceding taxable year to 1960. 


The Commissioner has provided many 
examples of the rule in operation. These 








should prove exceedingly helpful in a | 
field which is not only new but also | 


complex. Until all phases of the rule’s 
application become completely familiar 
to attorneys, accountants and fiduciaries, 
the Regulations should serve as a handy 
reference source to almost all of the 
problems that may arise. 


A AA 
Estate Appointments Analyzed 


Corporate executors were appointed 
for 53% (dollar value) of the property 
passed in estates of $25,000 and over 
in Allegheny County (Pa.) during the 
16 years 1939 to 1954 inclusive. This 
figure is revealed in a study of the es- 
tates furnished by Fidelity Trust Co. of 
Pittsburgh. Corporate appointments 


were represented by an average of $30 | 


million out of $57 million. 


The aggregate value of these 5.533 9 
estates was $911,024,286. Although the | 
1,502 corporate appointments represent: | 
ed only 27% of the total number they § 
accounted for 52.9% of dollar value. § 
The 3,844 individual appointments held | 
only 45% of the value, although they 7 
represented 69% of the number, and the 7 
187 intestacies 2.1% of the total value. © 
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| Which Bo You Need? 





A Handy Check-List of CCH Topical Law Reports * 


e TAXES 


() All-State Sales Tax Reports 
() Canadian Tax Reports 


([] Capital Changes Reports 
(Sinclair-Murray) 


Code and Regulations (Federal) 
Dominion Tax Cases 

Federal Tax Course 

Federal Tax Guide Reports 


Payroll Tax Guide 

Sta idard Federal Tax Reports 
State Tax Cases Reports 

State Tax Guide 

State Tax Reports (in 49 Units) 
Tax Court Reports 


BANKING 


Federal Banking Law Reports 
Stock Transfer Guide 
Trust & Estate Law Reports 


HHo0 ¢ OOoOoo0oo0o0o0000 


@ BUSINESS 


(] Accountancy Law Reports 
Atomic Energy Law Reports 
Aviation Law Reports 
Bankruptcy Law Reports 
Conditional Sale— 

Chattel Mortgage Reports 


Dominion Reports Service 
Federal Carriers Reports 
Food Drug Cosmetic Law Reports 


OOOO Otis 


Write for details of reporting in your field. 


Inheritance, Estate & Gift Tax Reports 


Dominion Companies Law Reports 


[] Government Contracts Reports 
[) Legal Periodical Digest 

(J) Liquor Control Law Reports 
[] Pension Plan Guide 

[] State Motor Carrier Guide 

[] Trade Regulation Reports 

[) U.S. Supreme Court Bulletin 
Utilities Law Reports 


SECURITIES 


Blue Sky Law Reports 
Federal Securities Law Reports 


INSURANCE 


Business & Estate Insurance Reports 
Canadian Insurance Law Reports 
Insurance Law Reports 

Workmen’s Compensation Law Reports 


LABOR 


Canadian Labour Law Reports 
Labor Law Course 

Labor Law Guide—Federal 
Labor Law Reports 


SOCIAL SECURITY 


Railroad Retirement Reports 


O0* ooo © goooe OO® 


Unemployment Insurance Reports 


@ LEGISLATION 


(-}] Advance Session Laws 
[J] Congressional Index 
[] Congressional Legislative Reporting 


* IN A HURRY? 
Check items of interest—tear 
out page and mail together 
with your letterhead to CCH. 


MMERCE. CLEARING, HOUSE, . INC.. 


NNRSSS SANSA NANANAANSNNAAISRAAAASAA AANA Anananannnnt? 


PUBLISHERS of TOPICAL LAW REPORTS 


522 FirtTH Ave. 4025 W. PETERSON AVE. 1329 E STREET. N. W. 
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NEw YorK 36 CHIcaGo 30 WASHINGTON 4 
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THERE 
IS A TIME 
FOR EVERYTHING 
—ECCLESIASTES 3:14 











A Project of Personal Affairs Institute 


The LEADER 


“"NASSAU'S LARGEST WEEKLY" 





Personal Affairs Month Edition 





MAY 
IS THE MONTH 
TO REVIEW YOUR 
PERSONAL 
AFFAIRS 











Eight Pages of Facts, Figures and Valuable Information To Aid the Busy-Breadwinner in the Better 
Management of His “Other Business," His Personal Affairs. 





“Tomorrow Has a Way 
of Becoming Today.” 
—P.AL 


Copyright, 1956 
Personal Affairs Institute 


FREEPORT, N. Y.. THURSDAY, MAY 10, 1956 


“No Man’s Judgment is any 


Better Than His Information.” 


—THOMAS W. LAMONT 





Here's The Picture 





And Here's The Dechlon 


—Courtesy Northwestern 
Life Insurance Company 


Mutual 


Possibly one of the greatest problems with which American family life is faced today. 
The problem of busy men... too busy to think abdut tomorrow .. . too busy to take care 
of their health .. . too busy to take care of the many aspects of their personal affairs 


that require periodic annual review. 





Financial | 
Statement 


Do you remember the old saying | 
... “In order to know where you, 
are going, you nave got to know 
where you are at.” | 

Well, this is tne reason why the 
first step in putting our financial 
house in order ... in giving our 
personal affairs, “our other busi- 
ness,” some degree o° the intelligent 
effort and ateniion we give our) 
work, business or profession, is the | 
preparation of a personal financial 
statement. } 


| 
} 


Annual 
Income: 


wa 


Why do you think every success- 
ful business has its accountant | 
make up monthly, quarterly or an-/| 
nual financial statements? Just be- | 
cause successful business men know | 
from .experience that their plans| © 
and decisions must be based on | 
facts. And they know that there are | 
no facts so important to efficient! 
and profitable business manage- | 
ment as the financial facts which | 
only a properly prepared financial | 
Statement revi 

The exaot principle holds good} 
with individuals. Until one has a 
clear understanding of their assets 


(Continued on Page 5) 


p toward the solu- 


|And here's the first ste 
Why Personal ;;., of the financia] aspects of the 


| problem. 
PERSONAL FINANCIAL STATEMENT 


| For your own information and satisfaction 


ASSETS: 
A, “Fixed Dollar” 


1. ( lash 


A—On Hand 

B—Checking Accounts 

C—In Savings Accounts 
2. Investments 

A—High Grade Bonds 

B—Preferred Stocks 


3. Life Insurance Cash Value 


4. Mortgages Owned 

B. “Equities” 

1. Home 

2. Busines Interests 

3. Securities 
A—Income Producing 
B—-Non-Incéme Producing 

4. Real Estate 

1. Mise. Assets 

1. Household Furnishings 

2. Personal Property (Furs, 


(Continued on Page 5) 
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... for discussion with 
your Professional Consultants ... for attachment to your will. 


As of May, 1956 


In My 
Name * 


My Wife's 
Name 


f ili and b 





about. 


is all about? 
es sir... 





. we certainly 





Rogers States Case 
For Periodic Check-up 


| Author Found Friend 
Left Wife in Poverty 
| Despite $20,000 Income 
| 


The case for a periodic check of 
| personal affairs is stated forcefully 
iby Donald I. Rogers, financiai edi- 
{tor of the New York Herald Tri- 
|bune, in the foreword of his book, 
\“Teach Your Wife to be a Widow,” 
| published in 1953. Mr. Rogers will 
be guest speaker at the luncheon 
| of the Personal Affairs Institute at 
|the Elks clubhouse next Tuesday. 
|The luncheon is planned as the 
highlight of Freeport’s observance 
;of Personal Affairs Month during 
je entire month of May. 
| The foreward to Mr. Rogers’ book 
reads as follows: When a friend 
who was earning $20,000 a year was 
| killed in a plane crash, my first 
| thought, naturally, was of his 
| widow. Calling to offer condolences, 
I was astounded to learn that she 
| faced the imminent prospect of 
| poverty. He had beer. in the process 
‘of changing his insurance program, 
| had cashed in his old policies and 
j}had not taken out the new ones; 
the had left a staggering mortgage 
;on their big, new home, Which was 
;not covered by mortgage insurance; 
the had invested unwisely and there 
| was very little left in savings. With 
three small children, she faced a 


..|bleak future, 


| It set me thinking. Would my 
‘own wife, should she suddenly be- 
!come a widow, be much better off? 
{She knew little, if anything, about 
j business affairs: she had no skills 
and aptitudes except those which go 
for making an excellent wife: she 
knew but few of my business and 
| professional associates. How wouid 
| she make out in the practical world 
| of business? 
| My friend, the air crash victim, 


“|had depended on that good yearly 


‘income of his. While he was getting 


--| his $20,000, his morigage wasn't 


| “staggering” at all. Things were just 
| fine. In fact, it was because of his 


"| success that he was changing his 


|insurance program. Since, according 
|t0 investigators of the air crash, 


(Continued on Page 2) 


So this is Personal Affairs Month 
special edition of your paper that we have been reading 


Your Personal Affairs 


Are They 0.K. or N.G. 


A timely question and a personal message to the heads of Freeport’s 


... and this is the 


It looks quite interesting at first glance. However, I 
am a very busy man and Tam not so sure | have the time to 
read all cight pages - can’t vou tell me ina few words what it 


can. However, in order to do 


| so we will have to ask you'a few questions. 


K. — what are the questions? 
| All right, here they are. 
| FIRST: 


How about your personal affairs 
. » . your life insurance plans, poli- 
cies and provisions ... your Will 
... your plans for the preservation, 
continuation or disposition of your 
business or profession + your 
plans for your family’s needs for 
cash and income in the event of 
your sudden demise ... your plans 
for your own financial security 
and/or retirement .. . your invest- 
ments and the advantages for your- 
self and/or your family that can 
be brought about by periodically 
reviewing all of your assets. 

Yes, what about these various 
aspects of your personal affairs, 
are they O.K. or N.G.? 

SECOND: 

Where, for example ... right at 
this minute are your life insurance 
policies ... is your Will, if you have 
one? Does anyone else besides 
yourself know where they are? 
THIRD: 

If you have no Will—how would 
‘the method of disposing of your 
assets that would automatically go 
into effect fit in with your wishes? 
Let me explain. If you have chil- 
dren would it be your wish for them 
to get two-thirds of everything you 
own and your wife only one-third? 
If you have no children, is it O.K. 
| with you if your wife and your par- 
ents divide equally? If you have a 
busines or profession—that deep in 
your heart you would like to see 
,continued either for your son, son- 
in-law, or just because it would 
make you happy to know that your 
name 4nd your service to your 

(Continued on Page 5) 
Broadcasts Stress 
Social Security’s Value 
Another program in the series, 
. . At The Crosroads,” starring 
Faye Emerson, was presented by 
Radio Station WGBB on Wednes- 
| nesday, May 9, at 9:15 o’clock, John 
Form, Manager of the Hempstead 
social security office, said today. 

In this program, Stella, a onoe 
' wealthy lady, who worked in a war 
pl4nt and helped catch a spy, tells 
Miss Emerson of some of the high 
| spots in her life, and what her social 
| security protection meant to her 
| when she stood at one of life’s cross- 
| roads. 
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PERSONAL AFFAIRS MONTH (see page 693) 
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Promising Experiment 
in Estate Protection 
‘i HIS IS THE stoRY OF PAM. PAM 


was born last May in the relatively 
small town of Freeport on Long Island. 
Her arrival was announced first by a 
front-page story in the local newspaper 
on April 26th, and her progress com- 
mented on editorially and reportorially 
in each of the succeeding five weekly 
issues. She is likely to set a new pattern 
for community activity on the part 
of fiduciaries and allied professions 
throughout America, incorporating as 
she does the best features of the Finance 
Forums that have proven so popular 
with propertied people, and having at- 
tractive characteristics of her own. We 
asked the Editor of the Freeport Leader 
— Arthur S. Hodges — to give us the 
story, and are pleased to report his ob- 
servations herewith. 


Official Endorsements 


The Village of Freeport, Long Island, 
\. Y. attracted international attention 
last May by holding what is believed 
to have been the pioneer observance of 
Personal Affairs Month, a community- 
wide program dedicated to reviewing the 
status and planning the protection of 
personal “estates.” 

Conceived by Horace E. DeLisser, 
Freeport insurance consultant, after 
years of study of related problems, the 
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COMMUNITY LEADERS AT WATERFORD LUNCHEON 





WHICH OPENED PERSONAL AFFAIR MONTH 


Seated, left to right: Walter Kapp, president of the Freeport 

Chamber of Commerce; Surrogate John D. Bennett of Nassau 

County, and Arthur L. Hodges, editor of the Freeport Leader. 

Standing, left to right, are Emil Frenger, vice president of the 

Meadow Brook National Bank; and Judge Paul Kelly, president 
of the Community Council. 








program won the co-operation of The 
Leader, Freeport’s weekly newspaper, 
the endorsement of County and village 
officials, and the support of Long Is- 
land financial institutions, officers and 
agents of insurance companies, leading 
attorneys and accountants. 


To keep the project from having a 
strictly commercial aspect, Mr. DeLisser 
set up the Personal Affairs Institute, a 
non-profit, mutual membership organi- 
zation through which Personal Affairs 
Month and allied ideas and services will 
be advanced. The Institute will be a 
permanent organization, one of whose 
objectives will be the annual observance 


of Personal Affairs Month. 
“PAM” was launched with a small 


luncheon attended by key executives of 
Freeport, representing local financial in- 
stitutions, service clubs, the Freeport 
Chamber of Commerce, editor Arthur 
Hodges and Lawrence Rosenthal, tax at- 
torney. Surrogate John D. Bennett of 
Nassau County was a guest at ithe 
luncheon and gave hearty approval to 





View of the Luncheon at Freeport Elks Club. 


the idea of a periodic check into the 
status of one’s personal affairs, such as 
life insurance, real estate, securities and 
all assets and liabilities. The Surrogate 
especially’ endorsed the idea of a 
periodic check of wills. 


Special Edition 


The Leader on May 10 published a 
special Personal Affairs Month Edition 
consisting of eight pages devoted to all 
aspects of the subject and containing ap- 
propriate advertising from banks, insur- 
ance offices, security brokers and others. 
This edition carried the following line 
under the masthead: “Eight Pages of 
Facts, Figures and Valuable Informa- 
tion to Aid the Busy Breadwinner in 
the Better Management of His ‘Other 
Business’: His Personal Affairs,” and 
editorially commented on the purposes: 


“. .. The time is at hand when all 
of us engaged in counseling those 
who would better preserve their 
present assets and better provide for 
their loved ones as well as for their 
old age must definitely put our heads 
together to produce definite approved 
standards by which those whom we 
would serve might better measure 
their present plans ... might better 
project their future thinking. 


“ec 


... All we are seeking to achieve 
in this special edition is to awaken 
to interest and to inform, and finally 
to “deliver” into the hands and offices 
of their accountants, attorneys, life 
insurance advisors, bank and trust of- 
ficers, and investment brokers and 
consultants — those of our readers — 
who having been awakened, inter- 
ested and informed, would now like 
to “suit the action to the word,” at a 
time when a large segment of our 
male population is so over-working 
themselves that they are “dying too 
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soon” ... while at the same time an- 
other segment is living longer than 
their earning capacity or finances en- 
courage — the need for regular re- 
viewing of financial plans was never 
greater...” 


Statement and Check List 


Two important features of the Person- 
al Affairs Month Edition were a sug- 
gested Personal Financial Statement and 
a Personal Affairs Check-List. These 
were printed in such a form that indi- 
viduals could take them from the news- 
paper and fill them in with data on their 
own personal affairs to suggest to them- 
selves how their affairs were progressing 
or where they stood. The Institute sub- 
sequently printed copies for public dis- 
tribution. Both forms have been in de- 
mand since Personal Affairs Month re- 
ceived such unexpected and wide-spread 
publicity, and it is planned to make the 
Check Lists and Financial Statements 
available to banks and trust companies 
for distribution throughout the country. 


The major event of Personal Affairs 
Month was a luncheon at the Elks Club 
on May 15, at which Arthur L. Hodges, 
editor of The Leader introduced the 
principal speaker, Donald I. Rogers, fi- 
nancial editor of the New York Herald 
Tribune and author of “Teach Your 
Wife to be a Widow,” and other books 


on financial subjects. 


This luncheon was attended by 75 
prominent executives of Freeport and 
Nassau County, including County Ex- 
ecutive A. Holly Patterson, head of the 
Nassau County government, who paid 
tribute to the “check-up program” in 
a brief address in which he remarked on 
the many instances during his law prac- 
tice where lack of such action left estates 
involved or subject to needless cost and 
trouble. 


The goal of Personal Affairs Month 
was set forth in an editorial written by 
Mr. DeLisser for the special edition of 
The Leader, captioned with the journal- 


ist’s five “Capital W’s”: 
PERSONAL AFFAIRS MONTH 
What? When? Where? Who? Why? 


What? 


Personal Affairs Month is the name 
that has been given to the idea of setting 
aside a definite period each year, during 
which busy breadwinners will be per- 
suaded to “Take time out” to review their 
personal affairs, especially their Wills, 
Life Insurance, Investments, Business 
Agreements, their overall plans for their 
own, as well as their families’ financial 
security, their general insurance and fi- 
nally their most valuable asset . . . their 
health. 
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PERSONAL FINANCIAL STATEMENT 
F own inf ion and satisfaction ... for dis 
~ ional Consul «++ for b ons 00 gua aol 








ASSETS: 
A. “Fixed Dollar” 

Annual 
Income 1. Cash tf 

A-—-On Hand $ 

B—In Checking Accounts 

C—In a Accounts 
2. Investmen: 

A—High Grade Bonds 


My Wife's In My 
Name* Name’ 

















——_—_—  B—Preferred Stocks icmnecigatbiiatoe 
3. Life Insurance Cash Value 
——__.. 4. Mortgages Owned 
B. “Equities” 
1. Home 
——_—-—. 2. Business Interests 
3. Securities 
A—toeeene Producing 
Non-I Producing 
4. Real Estate sciatic 
. Mise. Assets 


sons 












































. Personal Property (Furs, 
jewelry, cars, boats, etc.) 
3. Vested Value of Pension 
or Profit Sharing Plan: 








4. Other Assets 
(Notes Receivable, etc.) __ 


TOTAL 











LIABILITIES 
Annual 
Interest 
CH... LBs Satins bineiaadnsiewee 
._.-.-. 2. Mortgages Payable spore 
3. Life Insurance Loans 
A—To Banks eae haeieeaclagpeeied eisai coccaainiaeaiaes 
B—To ee inate 
Other Liabi 
” (Notes roger etc.) Se a ee Ry CoE 


TOTAL 


NET WORTH 
(Assets Less Liabilities) 

















GROSS TAXABLE ESTATE 


Net Worth sits chased onclick aanaheebRcaton 
Net Life Insurance 
(Face Amount—Less 

cash value) si . Seana ii ini eiabiansatieahie 





TOTAL 


*Note: List jointly owned assets under name of the one who actually provided the funds. 
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1956 
PERSONAL AFFAIRS CHECK LIST 
Here are the 10 important aspects of your personal affairs which require annual 


review your attorney, accountant, life insurance advisor, bank or trust officer 
5 beaer or 


IN — FAMILY’S INTEREST 
ou Should Review 





oK NG 
(NG Means 
Not Good) 


sees Plans and Provisions .. 
ies (b) Ownership sfc) Payment it of 


Seago Automatic premium 
(1) Disability provisions. a Qo 
2nd. Your Wishes For Your Business or Profession ... 
(a) For its i ion (b) For its di ... The possible 

d of tax-free ization or italizati 








3rd. Your Will... Your Wife’s Will... 
The need for wills if you have none... The importance of 
coordination with your life insurance, business agreements and 
other asse' advantages of trusts ... The selection of 
executors, guardians and trustees. Oo o 


Present Estate Tax Liability 
Methods for ‘stliding —= et . Provisions for paying 
same... The effect of possible inheritances. o 


Sth. The Advisability of Gifts . 
To zeae family, church, synagogue, college, and/or favorite 
charitie: . The advantages income-wise and estate-wise 
through intelligent use of lifetime and annual gift tax exemp- 
ns and exclusions, Oo 


IN lees OWN INTEREST 
- You Should Review 


6th. Your Present Business  Agreemen its ...and Business Life Insurance 
Policies, if any ...The need for “such if you have none. Oo 


7th. Your Present Plans For Your Future Financial Independence . . 
Especially — (a) Systematic savings, (b) Periodic 
investment, (c) Deferred compensation. o 0 


8th. Your Company’s Present Employee Benefit Plans . 
Its group life, disability income, hospital- -surgical, major 
medical, pension and profit sharing plans. 


9th. Your Present Investments . 
To ascertain if they ‘are in tune with current and indicated 
economic conditions ...also your own investment objectives. 
The < aoande of such Panes as will produce (a) In- 
creased * dable” income (b) nced ownership of 
“equities” re “fixed dollar” investments (c) Capital growth 
instead of present yield. o 
The Advisability of “Wife Insurance” . 
To indemnify yourself as ‘increased income and estate 
taxes and home operating costs . . . to pay taxes on her estate. [) 


4th. Your 


10th. 


IN YOUR OWN...AS WELL AS YOUR FAMILY’S INTEREST 
There are two other aspects of your personal affairs that require annual review 
Ist. Your Health . 
At thorough annual physical checkup is a “must” for busy 
breadwinners who would live to enjoy the fruits of their labor. 
2nd. All Other Insurance . 
Yor our nome, ‘business, automobile, boat, health and accident, 
policies, also require 





ai 
periodic review. 
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When? 


During the entire month of May this 
year ... and we hope and plan that the 
idea will be continued every May every 
year from now on. 


Where? 


Right here in little old Freeport. That 
is where the idea of Personal Affairs 
Month is having its beginning. Will other 
communities adopt the idea? We hope 
so. We hope that in years to come the 
importance and advisability of busy men 
and women taking time out once a year 
to put their personal affairs in order will 
make so much sense to so many people 
that Personal Affairs Month will be ob- 
served from one end of this country to 
the other. 





Why? 


Because the attractions, distributions 
and demands of present day living and 
working conditions make it so easy for 
the heads of homes and businesses to 
neglect so many aspects of their per- 
sonal affairs, that in their own, as well 
as their families’ welfare, require pe- 
riodic review. 


Why the Month of May? 


Because extensive discussion with law- 
yers, life insurance consultants, account- 
ants and trust officers, definitely indicate 
that the month of May possesses the least 
amount of problems, distractions and 
diversions for busy business and profes- 
sional people. 


DISTINGUISHED GUESTS AT PERSONAL AFFAIRS LUNCHEON 
Left to right: A. Holly Patterson, County Executive of Nassau County; Donald I. Rogers, 
financial editor of New York Herald Tribune, principal speaker at the luncheon; Horace 
E. DeLisser, Freeport insurance consultant who organized the Personal Affairs Institute; 
Mrs. DeLisser; and Herbert G. Edwards, senior partner in Edwards and Hanly, Long 
Island brokerage firm. 
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Who Has Endorsed the Idea? 


Personal Affairs Month has been en- 
dorsed by the Freeport Chamber of Com- 
merce, Freeport Merchants’ Association, 
the Mayor, and a group of leading law- 
yers, accountants and life underwriters. 

Before the month was half over indi- 
cations of interest became evident from 
far beyond the village boundaries. The 
Montreal Gazette and New York office 
of the London Daily Mail called The 
Leader to obtain further data on PAM. 


Several thousand extra copies of the 
Special Personal Affairs Edition had 
been printed. Telephone calls and letters 
requesting quantities of the edition are 
still coming in. 

Donald Rogers, guest speaker at the 
Personal Affairs Luncheon was so im- 
pressed by the Freeport observance and 
its potentialities for helping individuals 
to protect their estates and safeguard 
their heirs, that he wrote a two-column 
article in the next Sunday edition of the 
Herald Tribune. This naturally inspired 
additional inquiries and more requests 
for The Leader’s special edition. An 
article about Personal Affairs Month 
also appeared in the Paris edition of 
the Herald Tribune, and short articles 
in many publications throughout the 
United States, although its sponsors 
made no effort to publicize the initial 
observance outside of Nassau Coutny. 


The monthly client bulletin of the 
Trust Department of Nassau County’s 
largest bank, The Franklin National 
Bank, carried a front page illustration 
and story of Personal Affairs Month in 
the July issue. 


Merrill Anderson Co. further spread 
the idea to approximately one hundred 
and forty thousand estate owners in 45 
states, by featuring it on the front page 
of their July bank bulletin. George D. 
Cherry, Trust Officer, Meadow Brook 
National Bank and one of the original 
sponsors of the Month, arranged for J. 
K. Sinclaire of Kennedy-Sinclaire to ad- 
dress another luncheon meeting, that of 
the Exchange Club of Freeport. This 
highly informative talk was made be- 
fore some fifty local leaders, and re- 
ceived front page coverage. 


_ Several community meetings are be- 
ing planned for the fall and winter, to 
extend interest in the program to the 
public, and build up the potentialities 
of a much wider observance of Personal 
Affairs Month in 1957, possibly on a 
country-wide basis. It is anticipated that 
this may be set up under an advisory 
council composed of those professionally 


concerned with estate planning and man- 
agement, 
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President, Equitable Security Trust Company, Wilmington, Del. 


ASEBALL HAS PROVIDED SPECTATOR 
B pleasure for millions, year after 
year, not only in the grand stand of the 
home team, but by means of radio and 
television. It might be well to note that 
the outstanding ball players developed 
within the field of organized baseball are 
primarily responsible for the continuing 
interest which the average American 
takes in this game. 


In recent years businessmen have been 
engaged in an equally important game, 
to use the word broadly; that of de- 
veloping good executives to perform on 
the top-management teams of American 
industry. The widespread interest in the 
field of executive development has re- 
sulted in many programs designed to 
create good executives. 


As great a spectator sport as baseball 
is, it is axiomatic that no winning runs 
are scored from a grand stand seat. The 
ball player must participate in the game: 
he must know how to play his position 
to best advantage; he must be alert to 
catch the manager’s signal as to the 
type of play to expect; but above all, 
he must constantly practice both his 
batting, his fielding, and, if a pitcher, 
his pitching. 

In our development programs we must 
parallel, to a great extent, the team de- 
velopment which baseball has made note- 
worthy. Of course, the first element in 
the success of any baseball club or any 
management team is a wise selection of 
its players. The baseball team scouts are 
constantly on the lookout for young men 
with native athletic ability, quick re- 
flexes, a good batting eye, and the in- 
telligence to take advantage of good 
catching. 

If we are to have good bank execu- 
tives we, too, must be careful in our 
selection of the young men and women 
whom we expect to become the future 
executives of our Bank. It seems that 
we must have experienced scouts visit- 
ing the high schools and colleges to look 


From address before American. Institute of 
Banking Convention, Dallas, June 1956. 
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A LESSON FROM BASEBALL 
_ Kank oe Development 


EDWIN P. NEILAN 


over the prospects and selecting those 
who appear to have the aptitudes neces- 
sary for outstanding performance. The 
scouts should themselves be excellent 
players on the bank team with sufficient 
experience to know what they are look- 
ing for and with demonstrated ability to 
judge the necessary requirements. 


The next step in any successful base- 
ball organization is to take the pros- 
pects into the spring training period 
where they are taught the fundamentals 
of baseball. This teaching, however, is 





put into practice daily on the field with 
experienced coaches to point out their 
weaknesses, to make note of their 
strengths, and to suggest better methods. 
No manager or coach would keep a 
player in the grand stand studying the 
rule book and, at the completion of a 
course of instruction, feel that the player 
was ready to play ball. 


The young men and women whom we 
select as candidates for our management 
team must likewise be managed and 
coached in their daily work. Their in- 
dividual deficiencies as well as their tal- 
ents must be noted and, if they are per- 
mitted to exercise their banking judg- 
ment, they must be guided and _in- 
structed in better methods or better ap- 
proaches whenever they fail to do their 
particular task properly. Here is the key 


: 


LRUSTS AND ESTATE 


of the whole executive development pro- 
gram. Some call it “on-the-job training,” 
but too much of the on-the-job training 
is being done without adequate super- 
vision. No ball club worthy of its name 
would dream of permitting its selected 
rookies to play ball without supervision, 
for it is the coaching and supervision 
which in reality make the rookie into a 
good ball player. 


Another aspect of good baseball is the 
so-called “farm” system. Under this sys- 
tem promising ball players are permitted 
several years actual experience in com- 
petition and, if they develop, are moved 
to a more important team. 


In banking, likewise, we need to de- 
vote careful attention to the matter of 
making our promising executive ma- 
terial actually participate in the man- 
agement field; first in minor assign- 


i 











— 


ments and then in more important ones. [ 


The method of achieving this gradually 
perhaps © 
easier in a branch system than in a uni © 
bank, but it is still possible by moving © 
the trainee from department to depart- | 
ment with additional responsibility as 7 
he or she demonstrates ability to make | 
management decisions and to develop § 


increasing responsibility is 


good managerial policies and practices. 
No baseball coach can _ determine 


whether the player can hit unless he is | 


actually permitted to bat. I stress, how- 
ever, that supervision is still the essen- 
tial element. 


If the trainee has been developed un 
der good coaching and has been per 


mitted actually to exercise the manage 4 
ment functions, he or she then can as 9 
sume major management responsibility 4 
without the fear which so often accont | 
panies the promotion to a_ responsible | 
un § 


position. Self-assurance is developed 


der the system of coaching and unde! 4 


actual working conditions. 


There is one other feature, however. | 
which ball clubs use which managemen! 7 
too frequently neglects. A player fail 
to play his position either because of] 
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continued ill health or because his tal- 
ents do not measure up. Too frequently 
managements do nothing about it. A 
player who is still carried on the team 
weakens the performance of the entire 
group because in banking there is no 
equivalent of the bench. Perhaps leaves 
of absence might be comparable. Per- 
haps if the player or executive has lost 
his talent or ability, premature retire- 
ment is the answer, but regardless of 
circumstances, we need to pay more at- 
tention to this particular feature of man- 
agement development. Perhaps a change 
of scene is desirable — what ball clubs 
call a “trade” or outright sale of the 
executives to some other bank where 
the talent can be used to advantage; 
perhaps a change to another type of in- 
dustry or job which fits the individual 
better. 

[ cannot recommend too strongly com- 
pulsory retirement programs for they 
provide the avenue for player replace- 
ment on an active team. More and more 
banks are adopting such programs and 
the expense of an adequate program is 
more than justified. Too frequently we 
find older management team members 
actually sitting in the grand stand al- 
though they are supposed to be on the 
playing field occupying a key position 
in which a younger and more vigorous 
banker could exert greater influence and 
do an outstanding job. The need for ad- 
equate pensions and retirements to avoid 
such the final 
management development. 


situations is aspect of 
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Indiana Banks Try Interne 
System 


Six banks in Indiana this summer have 
student internes as a result of a program 
presented to the Indiana Bankers As- 
sociation by former president, S. E. 
Lauther. The students are all from In- 
diana University, which, since 1955, gives 
three hours of academic credit for the 
training work done. 

Mr. Lauther, who is president of Irwin 
Union Bank and Trust Co. of Columbus, 
has been engaged in the program since 
1952. The first student to train at Irwin 
Union came from Indiana University for 
the summer of 1952, recommended by 
Professor Edward E. Edwards. After 
graduation in June he wanted to work 
at the bank until called into military 
Service—which turned out to be 14 
m ths — and was made assistant to the 
Investment officer. He has now finished 
hiv tour of military duty and is back at 
the bank, working in the trust depart- 
Ment 
-he summer training period for this 
imt-rne covered all divisions of the bank. 
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The first report, written by him at the 
end of the summer, was a description of 
the activities of a modern banking insti- 
tution as he learned it from actual, 
though brief, experience in each depart- 
ment. He discovered not only what is 
done, but why it is done, and its value 
to the individual customer and the com- 
munity. He said, “I found no service 
offered by the bank which is of more 
value than that offered by the trust de- 
partment.” 


Under the program students do a little 
work, but much coaching time is given 
them, and they are permitted to sit in 
on meetings of every kind. In 1952 in- 
ternes were paid $200 a month for the 
three months of training. The figure this 
year is $300 a month on a two months’ 
specific training basis. 

Irwin Union’s second interne was from 
Butler University, after two years in 
the Air Force, is now back at the bank 
heading the collection section. The third 
man, from Indiana University, is now 
completing his master’s work before go- 
ing into service. This summer another 
Indiana student is a participant in the 
program. 


This plan is a device to “grow our 
own” future bankers. Some of the ad- 
vantages pointed out by Mr. Lauther are 
these: This coming year at least six 
seniors at Indiana University will have 
some first hand knowledge of banking 
and will be able to discuss it with their 
fellow students, professors and others. 
Each one will have had a more or less 
free look at banking and the employers 
will have had a free look at their respec- 
tive internes. The only disadvantage is 
the time consumed by officers and super- 
visors in training the student. At Irwin 
Union internes are assigned to the in- 
vestment officer as advisor and coordina- 
tor of training activities. 


“You may well conclude that I am sold 
on this training device,” president Lau- 
ther wrote to Trusts and Estates. “I have 
emphasized throughout the program that 
if it is to work properly there must be 
no obligation at the completion of an 
internship program for the boy to return 
to the bank or for the bank to employ 
him. Both sides should retain complete 
freedom for lasting good to come from 
the mutual endeavors.” 


A A A 


@ A scholarship tuition fund set up un- 
der the will of the late Walter B. Wil- 
liams, Dallas banker and business leader, 
will make it possible for 30 students to 
attend Southern Methodist University 
during the coming school year as initial 
beneficiaries of the trust, for which First 
National Bank in Dallas is trustee. 
Thereafter it is anticipated that income 
accruing from the trust fund will pro- 
vide for the awarding of about eight 
scholarships yearly. 
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Whenever you or your clients 
want information on any bank- 
ing matter in Pennsylvania, call 
on Tradesmens. Routine mat- 
ters are handled quickly and 
efficiently and more difficult 
problems receive the painstak- 
ing care and attention of a 
bank with over 100 years’ 
experience in Pennsylvania. 


TRADESMENS 


BANK AND TRUST COMPANY 
PHILADELPHIA 
Broad and Chestnut 


Member Federal Deposit Insurance Corporation 
Member Federal Reserve System 





Alabama’s 


Oldest Corporate 
Fiduciary 
invites your 
ancillary 
business in 
this State 


BIRMINGHAM TRUST 
NATIONAL BANK 


Founded 1887 


BIRMINGHAM, ALABAMA 


Member Federal Deposit 
Insurance Corporation 
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Tax Considerations under Model Act 












Security Gifts To Minors 


G. NORMAN WIDMARK 


Gannet, Widmark and Goldberg, Newark, New Jersey 


HIRTEEN STATES! HAVE NOW ENACT- 
4 be statutes to simplify the procedure 
for making security gifts to minors— 
Similar acts are under consideration by 
the Legislatures of five other states and 
it is expected that bills will be intro- 
duced in all of the remaining states dur- 
ing the 1957 legislative sessions. It ap- 
pears likely that most, if not all, states 
will soon adopt this type of legislation 
in one form or another. 


In the past, countless problems have 
been encountered by parents desiring 
to give stocks to their children, although 
they have been able with comparative 
ease to make outright gifts in the form 
of savings accounts or United States 
Treasury Bonds. While there is no ban 
in most states on the outright transfer 
of securities to a minor, it is virtually 
impossible in every state for the minor 
to sell his securities without going 
through the expensive and cumbersome 
procedure of a legal guardianship. 
Many parents, feeling that the alterna- 
tive of establishing a trust is too comp- 
licated and costly, have either put aside 
the idea of making stock gifts to their 
children or have resorted to extra legal 
devices, many of which are of doubtful 
validity. 


A survey by the New York Stock Ex- 
change revealed that a large number of 
parents with incomes above $7,500 
wished to give stock to their children 
but were deterred from doing so by the 
legal complexities. Based upon these find- 
ings, the Exchange developed a Model 
Act in an effort to simplify the pro- 
cedure and to provide an_ orderly 
method of making stock gifts. Called 
“An Act Concerning Gifts of Securities 
to Minors,” its enactment is being spon- 
sored by a joint industry committee 
headed by the Association of Stock Ex- 
change Firms. The states enacting this 
legislation so far have followed the 
Model Act, making only such minor 
Colorado, Connecticut, 


1California, Georgia, 


Michigan, New Jersey, New York, North Carolina, 
Ohio, Rhode Island, South Carolina, Virginia and 
Wisconsin. 
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Specializing in the 
practice of tax law, 
Mr. Widmark is a 
member of the Com- 
mittee on Incomes of 
Trusts and Estates, 
Section of Taxation 
of the American Bar 
Association, and is 
a lecturer on taxa- 
tion at Rutgers Uni- 
versity and the New Jersey Institute for 
Practicing Lawyers. 





variations as were necessary to corre- 
late the Act with existing statutes. 


In the states where the statute has 
been enacted, gifts under the statute 
are being made in increasing numbers. 
Many parents have found the Exchange’s 
Monthly Investment Plan ideally suited 
for this type of gift program, and in- 
creasing use of the statutory procedure 
may be expected as more states adopt 
this legislation. 


How Statute Operates 


The statute provides that an adult may 
make a complete and irrevocable gift 
of securities to a minor by following 
the procedure set forth. In the case of 
securities in registered form, the gift 
is made by registering the shares in the 
name of either the donor, an adult mem- 
ber of the child’s family or any guardian 
of the child, followed by the words “as 
custodian, for Sick 
a minor, under Section - 
cle - 


; Arti- 
of the laws 
of = .” The gift 
is completed by delivery of the shares 
to the custodian, except that if the 
donor is also the custodian the registra- 
tion itself constitutes the required de- 
livery. 


In the case of bearer securities the 
gift is made by delivery of the shares 
to the custodian (who in this case can- 
not be the donor) accompanied by a 
simple “Deed of Gift,” again making 
reference to the laws of the enacting 
state. 


Once the gift has been completed, the 
child actually owns the securities and 
is vested with an indefeasible legal title, 
subject only to the custodian’s right to 
manage the property until the child 
reaches twenty-one. Despite the child’s 
absolute ownership of the securities, no 
guardian, legal or otherwise, who may 
be appointed for the child, has any 
right or authority over the property 
held by the custodian, except, of course, 
if the guardian is also custodian. 


The Act imposes a duty on the cus- 
todian to manage and invest the prop- 
erty transferred to him, and to apply 
so much of the income or principal as 
he deems necessary for the support, 
maintenance, education and general use 
and benefit of the child. The custodian 
may make such discretionary distribu- 
tions without court order and he need 
not consider the fact that any person 
(including the custodian himself) is 
under a duty to support the child or 
whether other funds are available. Any 
property remaining must be paid over 
to the child when he attains twenty-one 
years of age, with the provision that 
if the child dies before that time the 
balance in the custodian’s hands is to 
be paid to the child’s estate. | 

The custodian derives all of his rights, 
duties, powers and liabilities from the 
statute, which becomes immediately 
effective when a gift is made in the pre- 
scribed form. The custodian is given 
full power of management over the se- 
curities held by him. He is authorized to 
retain any security transferred to him, 
even though it may not be a permissible 
investment for fiduciaries, and to rein- 
vest in other securities, or in savings 
accounts, according to the Prudent Man 
Rule. He may not, however, reinvest in 
anything other than bank accounts or 
securities, which for these purposes are 
broadly defined and_ include stocks, 
bonds, notes and debentures. 


Unless the custodian is also a guard- 


ian of the child’s property, he is not | 


entitled to compensation for his services, 
and is not required to give bond. ‘Nor 
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is he liable for any losses except those 
arising from his bad faith, intentional 
wrongdoing or investment in property 
other than securities and bank accounts. 
No accounting is required except upon 
the demand of the child within a short 
time after he reaches twenty-one or upon 
demand of his legal representatives if 
he dies before then. 


The Act establishes a procedure for 
the appointment of a new custodian in 


the event of death or resignation, giv- 
ing the successor the same rights, pow- 


ers and duties as the original custodian. 
Full protection is also given to transfer 
agents and others dealing with a person 
purporting to be a custodian under the 


Act. 
New Concepts 


Some people find the Act objection- 
able on the grounds that it departs radic- 
ally from normal fiduciary concepts and 
does not afford adequate protection to 
the child. In reply, the Act’s 
say that gifts made under 


sponsors 
the new 
statute are entirely voluntary with the 
donor who may, if he feels that the 
statutory terms are too liberal, establish 
a formal trust, a legal guardianship, or 
any other arrangement he chooses. 
Moreover, the sponsors believe that the 
interests of the minor will be zealously 
guarded since only the donor himself 
or members of the child’s immediate 
family are eligible in most cases to be 
the custodian. 


Contrasted with many of the extra- 
legal devices used to make stock gifts to 
children, the statutory procedure would 
be preferable and likely to offer greater 
protection to the child’s interests. In any 
event, it seems unlikely that large gifts 
will be made under the statute since in 
such cases the annual gift tax exclusion 
is not a consideration and donors usu- 
ally prefer to defer final distribution of 
substantial sums to a more mature age 
than twenty-one. 


From the foregoing it may be seen 
that a parent can obtain a_ built-in 
version of a liberally-drawn trust agree- 
ment simply by following the procedure 
set forth in the statute as to registration 
of the securities. The legal relationship 
created, however, is not that of a trust. 
Instead the statute employs a unique 
legal concept which is known to the 
Courts of some states as a power in trust. 
Absolute legal title to the securities is 
Vested in the child, but all powers of 
management are left to the custodian 
Whose powers and duties are derived 
from the statute. The legal position of 
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the custodian with respect to the securi- 
ties held is somewhat akin to that of a 
guardian of the child’s property. 


Understandably, since the _ statute 
makes use of a legal concept that is not 
too widely known, a number of legal 
questions will arise. These new concepts 
will likewise give rise to questions under 
Federal tax laws. In some instances the 
tax answers are fairly clear; in others 
we may expect a period of uncertainty. 


Tax Aspects: Gift Tax 


One of the avowed purposes of the 
Gifts of Securities to Minors statute is 
to qualify gifts made under it for the 


annual gift tax exclusion. This was done 
by incorporating the requirements of 
Section 2503(c) of the 1954 Code in 
the statute. Essentially these are that the 
income and principal of the gift can be 
applied for the benefit of the child be- 
fore he attains twenty-one and that in- 
come and principal not so expended will 
pass to the child when he attains such 
age. Indeed, in reading the Act one is 
impressed by the similarity of its word- 
ing to the provisions found in trusts used 
to qualify for the annual gift tax exclu- 
sion under Section 2503(c).* 

“For suggested trust provisions, see — Lentz, 


“How to Draft a Trust for a Minor,’ TRUSTS AND 
ESTATES, January, 1956, p. 12. 
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HUNTINGTON LIBRARY 


Henry E. Huntington bought the 
San Marino Ranch in 1903, com- 
pleted construction of his home 
there in 1911. The residence con- 
tained his book collection until it 
was moved to the present library 
building in 1919. Today the orig- 
inal Huntington residence is the 
world-famous Art Gallery,created 
as a trust along with the Library. 

In the year 1911 this Bank’s 
Trust Service had been estab- 
lished for eight years. Today it is 
serving the third generation of 
its early Southern California 
customers. 





TRUST DEPARTMENT 


ECURITY- FIRST 


NATIONAL BANK 


Or 


LOS ANGELES 





Head Office: Sixth & Springs Sts. 
Telephone MUtual 0211 


699 








The gift tax aspects of the Act have 
now been made the subject of a pub- 
lished ruling*® by the Internal Revenue 
Service. This ruling states that a gift of 
registered securities, made by a father 
to himself as custodian for his minor 
daughter under the Colorado statute, 
was completed for Federal Gift Tax 
purposes on the date the shares were 
registered on the books of the corpora- 
tion in the father’s name as custodian. 
The ruling also states that the transfer 
represented a gift of a present interest 
within the meaning of Section 2503(c) 
of the 1954 Code. Since the Colorado 
statute follows the Model Act in all ma- 
terial details, it may be assumed that 
the Service will consider gifts made 
under any statutes patterned in sub- 
stance after the Model Act as qualifying 
for the annual gift tax exclusion. 


Estate Tax 


The Internal Revenue Service, as a 
matter of policy, will not issue rulings 
on questions relating to the future appli- 
cation of the Federal Estate Tax Law. 
We are fortunate, however, in having 
an established body of law as to the 
Federal estate tax results of similar ar- 
rangements. These precedents offer a 
valuable guide to donors contemplating 
making gifts under the custodian act. 


From a legal standpoint, a gift under 
the custodian act involves three persons 
—donor, custodian and donee. Since all 
of the individuals involved are subject 
to a potential Federal estate tax, it be- 
comes important to determine what ef- 
fect, if any, his status under the custo- 
dian act will have on that potential tax. 


Taking the situation of the child first, 
if he dies before becoming twenty-one, 
the property held by the custodian is 
paid over to the child’s estate and be- 
comes subject to taxation in the same 
manner as any other asset in the estate. 
This is the price that must be paid to 
qualify for the annual gift tax exclusion 
and also one of the reasons why donors 
will probably turn to conventional trusts 
for more substantial gifts. 


If the donor makes the gift within 
three years before his death, there is 
always the possibility that the gift will 
be considered to have been made in con- 
templation of death and be included in 
the donor’s estate. That, however, is an 
infirmity from which every gift suffers. 


Aside from the contemplation-of-death 
issue, other theories can be invoked to 
sustain a tax in certain cases. The re- 


SRev. Rul. 56-86, I.R.B. 1956-11, p. 11. 
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suit will usually depend upon whether 
the donor has named himself or some- 
one else as custodian. If he has designa- 
ted someone else to act as custodian, 
there is very little likelihood that the 
gift will be taxable in his estate. In a 
case involving a trust having provisions 
quite similar to those found in the cus- 
todian act, the Commissioner attempted 
to include the trust in the estate of the 
grantor who was not a trustee.* The 
Commissioner argued that since any in- 
come actually used for the child’s sup- 
port would have been considered income 
of the father-grantor, the trust principal 
should likewise be included in_ the 
father’s estate. Both the Tax Court and 
the Third Circuit rejected this argument 
and held that the trust principal could 
not be taxed in the father’s estate. 


Where the donor names himself as 
custodian and dies before the child be- 
comes the transfer will 
probably be taxable in the donor’s es- 
tate, whether not the donor is a 
parent and hence under a legal obliga- 
tion to support the child. In such case 
the Commissioner may proceed under 
Section 2036(a)(2) of the 1954 Code 
on the theory that the donor retained 
the right to designate who should en- 
joy the property;” or under Section 
2038 on the theory that the donor had 
the right to terminate.® Ample authority 
exists to impose a tax under either 
theory. 


twenty-one, 


or 


In cases where the donor acting as 
custodian also has a legal obligation to 
support the child, the Commissioner may 
also invoke Section 2036(a) (1) holding 
that through his ability to direct support 
payments from the custodian account 
the father-custodian could satisfy his 
personal obligation of support. This 
power is considered tantamount to re- 
taining possession or enjoyment of the 
property under Section 2036(a) (1) of 
the 1954. Code and a number of decided 
cases have so held.” 


A custodian who is neither the grantor 
nor a person under legal obligation to 
support the minor does not subject him- 
self to potential Federal estate tax aris- 
ing from his status as custodian. There 
is no basis on which a tax can be as- 


4Douglass Estate, 2 T.C. 487 (1943), aff’d 143 F. 
2d $61 (3rd Cir. 1944). 


“Compare, Cyrus C. Yawkey, 12 T.C. 1164 (1949). 


®‘Compare, Lober v. United States, 346 U.S. 335 
(1953). 


THelvering v. Mercantile-Commerce Bank and 
Trust Co., 111 F. 2d 224 (8th Cir. 1940). For an 
interesting and informative discussion of these 
cases, see Schneider, “The Inter Vivos Trust for a 
Minor—Its Estate Tax Aspect,’ 28 Taxes 825 
(September, 1950). 





serted in such case. While there is a 
chance that property in the hands of a 
non-donor custodian may be subjeci to 
Federal estate tax in his estate if he is 
under a legal obligation to support the 
minor, the possibility of a tax being 


sustained in such case is slim.® 


Income Tax 


By far-the most perplexing problem 
in connection with the Gifts of Securities 
to Minors statute concerns the Federal 
income tax. Here we are confronted by 
a choice of four persons who could con- 
ceivably be called upon to pay tax on 
income earned the custodian’s ac- 
the donor, the custodian. the 
child, or the person who has a legal 
obligation to support the minor. Plaus- 
ible reasons can be advanced to justify 
taxing any of these persons, and, since 
the Internal Revenue Service has refused 
so far to go on record as to the proper 
income tax treatment, the 
mains substantially in doubt. 


in 
count: 


matter re- 


The Service has, however, issued a 
private ruling indicating that the income 
is taxable to the child except if it is used 
for the child’s support in which case 
it becomes taxable to the person legally 
obligated to support the child. It ap- 
pears, however, that the Treasury De- 
partment is now in the process of recon- 
sidering its this 
question along with its proposed Regu- 
lations on Sections 671-677 of the 1954 


Code. 


Most of the difficulty in determining 
the proper for 
earned in custodian accounts stems from 
the unusual nature of the legal relation- 
ship involved. The somewhat unique 
legal concept of a power in trust has 
had little consideration under our tax 
laws. 


position on entire 


tax treatment income 


If the custodian relationship is re- 
garded as essentially similar to a trust, 
taxation would be governed by Sections 
641-663 of the 1954 Code. In such case, 
the income would be reported on a fi- 
duciary tax return, Form 1041, and the 
custodian would pay tax on any accumw- 


lation of income, with distributions be- ‘i 
ing taxed either to the child or to the 7 
donor. If, on the other hand, the cus 7 
todian relationship is regarded as es | 
sentially similar to that of a legal guard: | 
ianship, for tax purposes the income be: | 
longs to the child and must be reported 


on his individual return. 


Income Accumulated 


Taking this problem in its simplest y 


SId. 
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form and assuming a situation where all 
income is accumulated and reinvested, 
the attitude of the Internal Revenue 
Service is that the relationship is more 
nearly that of a legal guardianship. In 
this view, which appears proper inas- 
much as the child is immediately vested 
with an indefeasible title by the custo- 
dian statute, accumulations of income 
should be reported by the child on his 
individual return. 


The present attitude of the Treasury 
Department, as expressed in its unpub- 
lished ruling, follows closely its position 
in Revenue Ruling 55-469° which dealt 
with a power-in-trust type arrangement. 
A grandparent made a gift of securities 
to minor grandchildren, but because 
State law prohibited registration in the 
names of minors, the parents of the 
children were registered as owners. In- 
come from the securities was deposited 
in separate bank accounts under the 
names of the parents as “trustees.” On 
these facts the Service ruled that no 
trust had been created and that all in- 
come placed in such separate bank ac- 
counts was taxable to the grandchildren 
as beneficial owners. This ruling was 
based on a number of cases decided by 
the Tax Court involving similar arrange- 


*I.R.B. 1955-30, p. 34. 


ments, in all of which it held that the 


income is taxable directly to the chil- 
dren.!° 


In essence, therefore, it may be as- 
sumed that for income tax purposes, the 
custodian act will be regarded as a form 
of legal guardianship, at least as to the 
tax treatment on accumulations of in- 
come. The more difficult problem arises 
in finding the proper tax treatment on 
amounts applied by the custodian to the 
child’s support. 


Distributions for Support 


In most American jurisdictions a 
father must support and educate his 
minor children, if he has sufficient fi- 
nancial ability, and he is not privileged 
to resort to the separate property of the 
child in fulfilling this obligation. How- 
ever, where a gift expressly provides 
for the support of a child, it may be 
used for this purpose without reference 
to the parent’s ability. The custodian 
act contains such an express provision. 
It allows income and principal to be 
used for the child’s support without re- 
gard either to the parent’s duty or any 


loKdward H. Heller, 41 B.T.A. 1020 (1940), Aca. 
1940-2 C.B. 4; Lawrence Miller, 2 T.C. 285 (1943), 
Acq. 1943 C.B. 17; Prudence Miller Trust, 7 T.C. 
1245 (1946), Acq. 1947-1 C.B. 3; and Curtis A. 


Herberts, 10 T.C. 1053 (1948), Aeq. 1949-1 C.B. 2. 


other funds that may be available. In 
this respect it differs from a legal guard- 
ianship, in which the guardian is usually 
prohibited from using the child’s sepa- 
rate estate for support payments that 
the child’s father is under a duty to 
make, 


In its unpublished ruling on the cus- 
todian act, the Service considers this 
difference as sufficient reason to dis- 
tinguish the tax treatfnent of custodian 
accounts from the position it took in 
Revenue Ruling 55-467. The unpublished 
ruling on the custodian act states that 
distributions made from the custodian 
account for the child’s support will be 
taxed to the person who is under a 
legal obligation to support the child. 
Presumably this could be a person who 
is a total stranger to the entire trans- 
action. 


Suppose, for example, that a grand- 
father names himself custodian of se- 
curities for his minor grandchildren and 
uses part of the income to pay a hospital 
bill for the child. Such distribution, the 
Service states, is taxable to the child’s 
father under Section 61 of the 1954 
Code, since the payment acted to dis- 
charge the father’s obligation of sup- 
port. The fact that the father neither 
created the custodian account nor had 
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The experience of The Northern Trust 
in the administration of estates has 
proved to be of great value to attor- 
neys and their clients. Our Trust 
officers have the specialized knowledge 
required for the proper handling of 
probate, tax and all other financial 
matters. 

You can discuss your clients’ estate 
problems with The Northern Trust 
with confidence and be assured of 
personal, understanding attention at 
all times. The full range of the Bank’s 
facilities will be at your disposal. You 
may wish to discuss the ways in which 
The Northern Trust can be of assist- 
ance to you and your clients at an 
early date. We will be pleased to ex- 
plain our services in your offices, at the 
Bank, or wherever you may suggest. 
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any part in the decision to make the 
payment is not considered controlling. 


Although this appears to be an un- 
warranted extension of the Clifford and 
Stuart doctrines, the Commissioner has 
adopted a similar position as to the tax 
on trust income used to discharge a 
nongrantor’s obligation of support.'! In 
the field of trusts, this result can only 
be arrived at through an extremely 
broad interpretation of Section 678 of 
the 1954 Code.'? In the custodian situa- 
tion there is no authority for such result 
either in the Code or in the decided 
cases. The authority for taxing a person 
having a legal obligation of support is 
based on the landmark cases of Douglas 
v. Willcuts'® and Helvering v. Stuart," 
but it should be noted that both of these 
cases involved trust grantors and not 
merely persons having a legal obligation 
to support the beneficiary. In those cases, 
the Supreme Court held grantors tax- 
able on trust income which, under the 
terms of the trust agreement, could be 
used to discharge their legal obligations. 


While there is authority for extending 


this principle to nongrantors who act 


as trustees,'® no valid reason appears to 


justify taxing nongrantors on such dis- 
tributions if they are not acting as trus- 
tees and have absolutely no connection 


MRegulations 118, Section 39.162-1, applicable 
under the 1954 Code by T.D. 6091, 1954-2 C.B. 47. 

12For an excellent discussion of this problem as 
it relates to trusts, see—Winton, “Taxation of 
Nongrantors Under Trusts for Support of Their 
Dependents,” 33 Taxes 804 (November 1955). 

18296 U.S. 1 (1935). 

144317 U.S. 154 (1942). 


Compare, Mallinckrodt v. Nunan, 146 F. 2d 1 
(8th Cir. 1945). 


with the transaction. Moreover, what 
little authority there may be for such 
treatment of trusts under Section 678 
of the 1954 Code would be completely 
lacking in the custodian situation. 


Another interesting aspect of the 
Service’s ruling on the custodian act is 
that it would tax the person having the 
support obligation only on income actu- 
ally distributed for support. Although 
the rule of the Stuart case was subse- 
quently modified by Section 167(c) of 
the 1939 Code!® so that the grantor is 
now taxable only on amounts actually 
distributed for support, this provision 
applies only to trusts. Since there is no 
such limitation where the property is 
not in trust, the Treasury Department, 
in applying the Douglas and Stuart doc- 
trines to the custodian situation, might 
very well have taken the position that 
all income in the custodian’s account 
should be taxed to the donor if he has 
a legal obligation of support. 

Whether the Treasury Department will 
revise its position as to support distri- 
butions from custodian accounts remains 
to be seen. Meanwhile, there are a num- 
ber of points which prospective donors 
who intend to use the custodian statute 
should consider. 


1. To the extent income in the cus- 
todian’s account not used for the 
child’s support but is accumulated, a 
desirable result can be achieved. Under 


is 


the Treasury’s present position or under 
any expected revision, the accumulated 
income will be taxable to the child. If 


16Now Section 678(c), 1954 Code. 
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such income, together with any other 
income the child may have, amounts io 
less than $600 a year, no return need be 
filed by the child. Considering the 10% 
optional deduction and the $50 dividend 
exclusion to which the child is entitled, 
his income may be as high as $725 be- 
fore any tax would be payable. In effect, 
it is possible for parents to create $600- 
$700 of tax-free income each year for 
each child for whose benefit a custodian 
account is established. Furthermore, if 
the child is actually supported by his 
parents and all other requirements are 
met, his parents may still claim a $600 
deduction for him as an exemption, re- 
gardless of how much income the child 
has if he is under nineteen or is a stu- 
dent. 

2. If the donor is under a legal obli- 
gation to support the child, he will prob- 
ably be taxed on any distribution from 
the custodian account which is used for 
the child’s support. 


+ 


3. If the donor is not under a legal 
obligation to support the child, he will 
not be taxed on the income earned in 
the custodian account regardless of how 
it is used. 

4. If the custodian applies the in- 
come of the custodian account in satis- 
faction of his legal obligation to support 
the child, he will probably be taxable 
on the income so used, regardless of 
whether he is the donor. 


Conclusion 











In fulfilling its avowed objective of | 


simplifying the procedure for making | 
security gifts to children, the custodian | 


act represents long-needed and worth- 
while legislation. Handled with care, it 
offers modest but effective income tax 
savings. Its use as an estate planning 
vehicle will probably be limited, how- 
ever, because of the potential estate tax 
pitfalls and also because the rigid stat- 
utory pattern of the custodian act will 
usually be found unacceptable by donors 
of larger gifts who want the flexibility 
they can get with a trust of their own 
making. 


A A A 


@ R. Michael Charters has been named P 
to succeed Henry W. Putnam as Execu- @ 


tive Director of the Association of Stock 


Exchange Firms. Mr. Charters will re- § 
tain his title as General Counsel for the 


Association. 
A A. A 


@ E. I. du Pont de Nemours & Co. was . 


owned by 166,022 stockholders as of June 
30, 1956, an increase of 2,884 over the 


first quarter of 1956, and an increase of 9 


13,167 over June 30, 1955. 
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For more than fifty years our experienced Trust Depart- 
ment has been providing ancillary assistance on all aspects 
of individual and corporate trust problems for banks all 


over the nation. 


The next time you require an Illinois ancillary, think 


first of The First National Bank of Chicago. 
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Established in March, 1955, the 
Trustee Companies Association of Aus- 
tralia has held several conferences on 
subjects of common interest also to trust 
institutions on the American continent, 
such as: 

Industrial Relations 

Public Relations 

Office organization and methods 

Costs and Charges 

Staff Training. 

Membership comprises all 22 of the 
exclusively trustee companies operating 
in Australia, and administering fiduci- 
ary funds estimated to total about £600,- 
000,000, according to D. R. Howard, full- 
time secretary of the association, located 
at Temple Court in Melbourne. At pres- 
ent only ten of the member companies 
report trust assets, ranging from £214 
million to £74 mil- 
lion. State divi- 
sions have also 
been organized, the 
group in 
having already met 


Victoria 





on several occa- 

sions, as the 

ai growth of fiduci- 
a ary business has 


been particularly rapid in this area. The 
complete roster of members follows: 


New SoutH WALES 
Sydney 

Burns Philp Trust Co., Ltd. 

Permanent Trustee Co. of N.S.W., Ltd. 

Perpetual Trustee Co., Ltd. 

Trustees Executors & Agency Co., Ltd. 
(branch of Melbourne) 

Union Trustee Co. of Australia, Ltd. 
(branch of Melbourne) 


QUEENSLAND 
Brisbane 


Queensland Trustees, Ltd. 
Union Trustee Co. of Australia, 
Co. of Australasia, Ltd. 

(branch of Melbourne) 


Ltd. 


SoutH AUSTRALIA 
Adelaide 


Bagot’s Executor & Trustee Co., Ltd. 

Elder’s Trustee & Executor Co., Ltd. 

Executor Trustee & Agency Co. of 
South Australia, Ltd. 

Farmers’ Co-operative Executors & 
Trustees, Ltd. 


TASMANIA 


Hobart 


National Executors & Trustees Co. of 
Tasmania, Ltd. 

Perpetual Trustees Executors & Agency Co. 
of Tasmania, Ltd. 
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Bourke Street, Melbourne, with the spires 
of St. Patrick’s Cathedral rising behind the 
State Parliament House. 


Launceston 
Equity Trustees Co. of Tasmania, Ltd. 
Tasmanian Permanent Executors & 
Trustees Ass’n, Ltd. 


VICTORIA 
Ballarat 
Fidelity Trustee Co., Ltd. 
Bendigo 
Farmers & Citizens Trustee Co. of 
Bendigo, Ltd. 
Sandhurst & Northern District Trustees 
Executors & Agency Co., Ltd. 
Velbourne 
Equity Trustees Executors & Agency 
Co:,. Ltd: 
National Trustees Executors & Agency 
Co. of Australasia, Ltd. 
Perpetual Executors & Trustees Ass’n 
of Australia, Ltd. 
Trustees Executors & Agency Co., Ltd. 
Union Trustee Co. of Australia, Ltd. 


WESTERN AUSTRALIA 
Perth 
Perpetual Executors Trustees & Agency Co. 
of West Australia, Ltd. 
West Australian Trustee Executor & 
Agency Co., Ltd. 


A A A 


Work of the Public Trustee 
of Ceylon 


Revenue from Public Trustee and Bud- 
dhist Temporalities Ordinances amounted 
to 49,027 Rs. 10c. in the 1954-55 fiscal 
year, V. F. Gunaratna, public trustee of 
Ceylon, states in the annual report just 
received. This compares with 48,386 Rs. 
19 c. the previous year. Expenditures in 
the 1954-55 year were 246,031 Rs. 50 c., 
an increase of 36,000 rupees over 1953-54. 
(Note: there is no levy on temples for 
their administration and therefore no 
income to the department in respect of 
such administration.) 





In 1955 the department took over 
trusts of an approximate value of R:. 
849,271 as against 7 trusts of an approx:- 
mate value of Rs. 2,202,841 in the pre- 
vious year. There were pending at the 
end of the year 191 trusts of the gross 
value of Rs. 23,036,884 as against 189 
trusts (Rs. 22,199,456) in the previous 
year. The total number of last wills in 
respect of which the Public Trustee was 
functioning as executor at the close of 
the year was 45 as against 43 in the 
previous year. 

At the end of the year the Public 
Trustee was functioning in 5 cases of 
Administrator with Will annexed; 20 
eases of Administrator of Intestate 
Estates; one case of Administrator Pen. 
dente-Lite; 2 cases of Foreign Probates; 
4 cases of Collector of Estates; 25 cases 
of Curator of Estates of Minors; 4 cases 
of Manager of Estates of Lunatics; and 


21 cases of Custodian Trustee. Under 
this last heading were seven Public 
Trusts. Several of these are Religious 
Trusts. 


The 62 instances of functioning as 
Ordinary Trustee included: the Joseph 
Hawke Charity Fund which had paid 
for the construction of a Memorial 
Children’s Hospital and contributed 
towards the relief of poverty and human 
suffering in Ceylon; the Rupasinghe 
Fund (religious education-Buddhist) for 
awarding scholarships at the Vidyodaya 
Pirivena, Royal College, Ananda College 
and the University of Ceylon; and a 
trust for a boys’ Home. 


At the end of the year the department 
was managing 13 agricultural properties 
—part of the assets of trusts and estates 
—represented by 8 coconut estates, 2 tea 
estates, 1 rubber estate, 1 coconut and 
rubber estate, and 1 tea and rubber 
estate ranging from 19 to 887 acres (also 
3 smaller lands given on lease as they 
were too small to be managed econom- 
ically by the department). 


The department was looking after 119 
tenements and houses (including ar- 
ranging for repairs) besides bungalows, 
factories, copra kilns, copra stores, etc., 
on the agricultural properties. The de- 
partment also looks after Richmond 
Castle, Kalutara, which houses the Silva 
Wijeyasinghe National Home for Boys. 


Investments held by the department at 
the year-end included over Rs. 4 million 
worth of stock in Ceylon Government Se- 
curities and Rs. 456,274 in 13 mortgages. 
The other investments held include stocks 
in Government loans of the United King- 
dom, Australia, Canada, New Zealand, 
Union of South Africa and India, shares 
in Ceylon companies, sterling companies 
and Indian companies; State Mortgage 
Bank Debentures, fixed deposits in com- 
mercial banks in Ceylon, deposits in the 
Ceylon Savings Bank, the Post Ovfice 
Savings Bank and savings certificates. 
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INDIVIDUAL DEFERRED COMPENSATION 


Catalogue of Opportunities in “‘Non-qualified ’’ Plans 


GEORGE A. YOUNG, C.P.A. 


Manager of Tax Department, Peat, Marwick, Mitchell & Co., San Jose, California office 


HE AREA OF INDIVIDUAL DEFERRED 
patent plans is often left un- 
explored by employers in their eagerness 
to grasp the current income tax deduc- 
tion which is available if a qualified 
group plan is adopted. Tax considera- 
tions should not be permitted to blind 
the employer to the realities of his rela- 
tions with key executives and other high- 
ly compensated employees. Quite often 
the limitations which are imposed by the 
Internal Revenue Code in regard to 
qualified group plans, and the adminis- 
tration of the Code by the Internal Rev- 
enue Service, will preclude an adequate 
program for key personnel if the group 
plan approach is relied upon wholly. 


A variety of techniques have been de- 
veloped to provide deferred compensa- 
tion for individuals which can serve 
either as substitutes for or to augment 
benefits under a qualified group plan. 
The arrangements for individual de- 
ferred compensation run the gamut from 
unfunded unenforceable promises to 
funded formal contracts. From the em- 
ployee’s standpoint, the desired objec- 
tives usually include funding the con- 
tract to assure him of ultimate benefits, 
and an arrangement whereby he is not 
taxed on the benefits until they are re- 
ceived in cash. The employer, on the 
other hand, may prefer that the eco- 
nomic burden of deferred payments be 
wholly discretionary, and he may aspire 
to a current income tax deduction to re- 
flect his liability, or his funding, under 
the contract. Obviously, the understand- 
ing between the employer and the em- 
ployee must result in an equitable con- 
tract from the point of view of both par- 
ties in order completely to satisfy a 
given situation. 


Present Tax Status 


Unfortunately the ramifications of the 
present Internal Revenue Code appear 
to reclude a current income tax deduc- 
tion for the employer under an individ- 


T article is based, at the request of the edi- 
tors, on a lecture given by Mr. Young before the 
a ‘ Clara County Estate Planning Council early 

IS voar, 
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ual plan unless the value thereof, under 
the terms of the contract, is reflected as 
a vested right of the employee and is 
currently taxable to the employee. Inas- 
much as employers insist generally that 
the employee’s right be subject to cer- 
tain contingencies, and considering that 
immediate taxation to the employee de- 
feats a primary objective of such plans, 
it is typical of individual plans that the 
employer obtains an income tax deduc- 
tion only when he actually pays the bene- 
fits to the employee. 


The requirements of the employer for 
economic self preservation often dictate 
that the contract include a number of 
conditions which must be met by the 
employee before any benefits are pay- 
able; and normally some conditions are 
included, such as an agreement not to 
compete, which must be met by the em- 
ployee even after retirement. If the plan 
includes deferred profit sharing, it is not 
unusual for the employer to reserve the 
right to pay the employee’s share over 
a period of time, in addition to other 
restrictions, to prevent the employee 
from deliberately resigning with the ob- 
ject of using his accumulated fund to 
start a competing business. 


In order that the employee will not be 
taxed on the current funding of the plan 
and to prevent the actuarial value of the 
contract from becoming taxable to him 
in the year of retirement, there is a tax 
advantage to the employee if the con- 
tract provides contingencies which are 
sufficient to prevent the values from be- 
coming taxable to him as a vested right. 
If the contract is drawn properly, the 
terms thereof can accomplish the dual 
purposes of economic protection to the 
employer and taxation of the employee 
only as he actually receives the benefits. 


Elements of Contract 


It is imperative that the terms of a 
proposed contract be reviewed in detail 
by an attorney so that the parties will be 
fully informed as to the consequences 
under local law as well as to the tax im- 
pact. It has been suggested by various 
attorneys that some or all of the follow- 






ing conditions may be applicable under 
local law and sufficient to accomplish the 

dual purpose of the contract: 
(1) Provide that the employee shall 
have no rights to deferred pay- 


ments until he reaches the retire- 
ment age, 


(2) Require the employee to agree not 
to seek employment with a com- 
petitor, or otherwise compete, 
after retirement, 


(3) Require the employee to furnish 
consultation service after retire- 
ment at convenient times and to 
the extent he is physically able, 


(4) Make the deferred payments con- 
ditional on the economic situation 
of the retired employee or depen- 
dent on the financial ability of the 
employer to make payments, 


(5) Specify that the employee shall 
have no negotiable or transfer- 
able rights under the contract. 

Certain dangers inherent in unwritten 

contracts, or in written contracts drawn 
without a weather eye to the tax effects, 
are pointed up in the Treasury Depart- 
ment attacks on the basis that the em- 
ployer had made a non-deductible gift, 
or that the arrangement amounted to a 
disguised dividend, or that the total com- 
pensation payable to the employee (in- 
cluding the deferred amount) was ex- 
cessive and unreasonable in amount. 
These unfortunate consequences demon- 
strate the necessity of careful planning 
for an individual deferred compensation 
contract, and the recitation in the con- 
tract of suitable bases which will sustain 
the desired tax consequences. 


Funding 


Frequently the employer does not 
fund an individual contract but prefers 
to assume the financial burden if and 
when it becomes a reality. The decision 
not to fund the potential liability usually 
rests on the premises that retention of 
the funds as working capital will pro- 
vide a greater accumulated economic 
benefit than can be realized by the in- 
crement in funds set aside in trust or in- 
vested in insurance. 


If funding is desired, or required un- 
der the contract, a number of possibili- 
ties can be explored. Insurance often is 


705 




























































Tee 


used as a funding device by utilizing 
either. annuity policies (normally pay- 
able to the employer) or straight life 
policies with their accumulated cash 
values. In some instances the fund is ac- 
cumulated in a revocable trust or in a 
segregated fund. 


Equity Techniques 


In addition to emplover-emp!ovee con- 
tracts covering deferred compensation as 
such, long range benefits can be ar- 
ranged for corporate executives through 
sales of stock, stock bonuses, and the 
granting of stock options by the em- 
ployer-corporation. These areas are flav- 
ored with a fair share of income tax 
complexity, as might be expected, but 
the avenues should not be left unex- 
plored. The common tax theme which 
pervades these techniques stems from the 
traditional position of the Internal Rev- 
enue Service that employees must report 
as ordinary income the fair market value 
of property received from the employer, 
including the “spread” between the fair 
market value and the price paid therefor 
by the employee. Even if a proposed 
transaction were subject to ordinary in- 
come tax rates, however, that burden of 
itself may be bearable in the light of the 
future economic benefits which may in- 
ure to the executive. 


In spite of attacks by the Internal Rev- 
enue Service, taxpayers have had some 
success in devising ways and means of 
placing stock of the employer-corpora- 
tion in the hands of the executive with- 
out the incidence of ordinary tax rates 
to the executive. One such technique 
appeared in the case of Robert Lehman, 
17 TC 652, in which the stock had no 
fair market value when received be- 
cause it was subject to sales restrictions 
which precluded ascertainment of fair 
market value, and the court held the 
termination of the restrictions was not 
a taxable event resulting in ordinary in- 
come. 


Non-qualified stock options have had 
some success where the taxpayer was 
able to establish that the difference be- 
tween the fair market value of the stock 
and the option price was not intended as 
compensation. However, the Internal 
Revenue Service seems unrelenting in a 
broad attack on all fronts to find ordi- 
nary income in all these instances, and 
the resultant complexities leave these 
problems boiling in a pot of confusion 
which should be stirred only by the 
hand of a qualified attorney. 


Restricted Options 


Certain employee stock options quali- 
fy as “Restricted Stock Options” eligible 
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for tax benefits under Section 421 of the 
1954 Code. In general, a “Restricted 
Stock Option” is defined as an option 
granted after February 26, 1945, to an 
individual, for any reason connected 
with his employment by a corporation, 
if granted by the employer corporation 
or its parent or subsidiary corporation, 
to purchase stock of any of such corpo- 
rations, providing the following condi- 
tions are met: 

(A) At the time the option is 
granted the option price is at least 85 
percent of the fair market value at 
such time of the stock subject to the 


option. A similar rule applies to an 
option under which the purchase 








© 1956 New York Herald Tribune Inc. 

“General Electronics has its own 

method to snare its share of science 
graduates.” 














price of the stock is fixed or determin- 
able under a formula in which the 
only variable is the value of the stock 
at any time during a period of six 
months which includes the time the 
option is exercised. 


(B) The option by its terms is not 
transferable by such individual other- 
wise than by will or the laws of de- 
scent and distribution, and is exercis- 
able, during his lifetime, only by him. 


(C) The individual, at the time the 
option is granted, does not own stock 
possessing more than 10 percent of 
the total combined voting power of all 
classes of stock of the employer corpo- 
ration or of its parent or subsidiary 
corporation. However, this condition 
does not apply if at the time the op- 
tion is granted the option price is at 
least 110 percent of the fair market 
value of the stock subject to the op- 
tion and such option either by its 
terms is not exercisable after the ex- 
piration of 5 years from the date such 
option is granted or is exercised with- 
in one year after the date of enact- 
ment of the Internal Revenue Code of 
1954. (Section 421(d)(1)(c) includes 
certain “Constructive Ownership” 
rules relating to stock owned by rela- 
tives, etc. of the individual). 
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(D) The option by its terms is not 
exercisable after the expiration of 10 
years from the date such option is 
granted, if such option has been 
granted on or after June 22, 1954. 
The income tax consequences to an 

individual receiving a restricted stock 
option depend on the time when the 
stock is disposed of and the amount of 
“spread” between the option price and 
the fair market value at such time of the 
stock subject to the option. If the re- 
stricted stock option is properly exer- 
cised, and the individual makes no dis- 
position of such shares within two years 
from the date of granting the option 
nor within six months after the transfer 
of such shares to him, then no income 
result8 at the time of the transfer of such 
shares to the individual upon the exer- 
cise of his option. 

If the option price is at least 95 per- 
cent of the fair market value of the stock 
when such option is granted, and the 
stock is properly acquired and not dis- 
posed of under the aforementioned two- 
year-and-six-month rule, then any ulti- 
mate gain or loss becomes long-term 
capital gain or loss, as the case may be. 
However, if under these circumstances 
the “spread” is at least 85 percent but 
less than 95 percent, than all or part of 
the eventual gain may be ordinary in- 
come with the ordinary income portion 
determined as follows: 

In the case of a “fixed price” op- 
tion: The excess over the option price 
of the lesser of (1) the fair market 
value of such shares at time of dispo- 
sition or death, or (2) the fair market 
value of such shares at the time the 
option was granted. 

In the case of a “variable price” op- 
tion: The lesser of (1) the excess of 
the fair market value of the share at 
the time of such disposition or death 
over the pair paid under the option or 
(2) the excess of the fair market val- 
ue of the share at the time the option 
was granted over the option price 
(computed as if the option had been 
exercised at such time). 


Travel on the rocky road of individual 
deferred compensation will likely con- 
tinue to be an arduous journey until the 
way is eased by legislative action. De- 
spite the difficulties, however, the possi- 
bilities of long-range economic bene- 
fits do exist and warrant continued 
study as the tax picture develops. 


A A A 


@ Owner-employees have ended a strike 
at Cleveland Pneumatic Tool Co. The six 
weeks’ strike ended 24 hours after the 
UAW filed an NLRB election petition. 
Through a profit-sharing retirement 
trust fund, the union members own 49% 
of the company’s stock. 
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CREATIVE BANKING 


... the vision to see, 
the background to understand, 
and the will to act. 


These are the things we try to 
have constantly available to 
you at the Harris Bank. 





DIRECTORS 























June 30, 1956 
RESOURCES 
Cash on Hand and Due from Banks...... $202,054,744.55 
U. S. Government Securities............ 127,887,054.90 
State and Municipal Securities.......... 62,933,833.57 
Other Bonds and Securities............. 5,794,306.72 
Loans and Discounts................... 355,533,082.73 
Federal Reserve Bank Stock............ 1,050,000.00 
Customers’ Liability on Acceptances..... 24,850.00 
Accrued Interest and Other Resources... . 3,661,200.61 
BE I. onic 6 eine 4 Soa s Ss OC adm os 4,875,000.00 
, $763,814,073.08 
LIABILITIES 

Demand Deposits...... $620,861,698.29 

Time Deposits......... 86,648,128.37 
TRIE BI. oon occ coe ee sannauds $707,509,826.66 
Dividend Payable July 2, 1956.......... 450,000.00 
a aoa it hb AG sho db cht are ek 24,850.00 
Reserves for Taxes, Interest, etc......... 6,293,208.72 
General Contingency Reserve........ 7,547,985.11 

ao dy dod, a tlie $ 15,000,000.00 

iN be kin ea aly 20,000,000.00 

Undivided Profits...... 6,988,202.59 
po en eee 41,988,202.59 
I occu stew eal $763,814,073.08 


United States Government Obligations and Other Securities carried at $97,580,973 
are pledged to secure Public and Trust Deposits and for other purposes as required 
or permitted by law. 


Member Federal Reserve System... 
Member Federal Deposit Insurance Corporation 
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EDWIN C. AUSTIN 
Sidley, Austin, Burgess & Smith 


WESLEY M. DIXON 
President, Container Corporation 
of America 


ROBERT W. GALVIN 


Executive Vice President, Motorola, Inc. 


DAVID GRAHAM 
Financial Vice President 
Standard Oil Company (Indiana) 


FRED G. GURLEY 
President, The Atchison, Topeka and 
Santa Fe Railway Company 


NORMAN W. HARRIS 
Room 2001, Harris Trust Bldg. 


STANLEY G. HARRIS 


Chairman, Executive Committee 


CHARLES C. JARCHOW 


President, American Steel Foundries 


WAYNE A. JOHNSTON 
President, Illinois Central Railroad 


WILLIAM V. KAHLER 


President 
Illinois Bell Telephone Company 


EDWIN A. LOCKE, JR. 
President, Union Tank Car Company 


JOHN L. McCAFFREY 
Chairman of Board 
International Harvester Company 


F. B. MCCONNELL 
President, Sears, Roebuck and Co. 


JAMES L. PALMER 
President, Marshall Field & Company 


CHARLES H. PERCY 
President 
Bell & Howell Company 


GUY E. REED 
Room 1621, Harris Trust Bldg. 


JOHN G. SEARLE 
President, G. D. Searle & Co. 


STUART J. TEMPLETON 
Wilson & Mcllvaine 


VINCENT YAGER 


Vice President 


KENNETH V. ZWIENER 
President 














Trust Accounts for Executives 


A PROGRAM FOR CORPORATION CONTACTS 


LARGE CORPORATION HAS A NUMBER 
A‘ officers whose names are pub- 
lished and known to any one who makes 
the effort to find out. But for every ten 
or twenty listed it may have a hundred 
or more employees without official titles 
who hold important positions, have ex- 
cellent prospects, and in most cases need 
the services of attorneys and trust com- 
panies in the planning of their estates. 
Many of them would also benefit by 
making suitable arrangements for the 
current management of such property 
as they possess. 

Rarely, however, does a trust com- 
pany have the opportunity to discuss 
with any considerable number of these 
people the applicability of its services 
to the problems which may exist in in- 
dividual cases. There are a number of 
reasons for this, one of them a_ by- 
product of present times, and particu- 
larly the present tax-laws. In_ brief, 
many highly paid company executives 
have so little opportunity to save, that 
they consider themselves as men with 
large incomes but little capital, and 
therefore not especially in need of trust 
and estate services. Such is not the case. 
The executive usually has more assets 
than he realizes, and in any event he 
is exactly the man who should plan 
with the greatest care for the future, 
and, incidentally, for the rest of his 
life. It is, nevertheless. an unusual man 
who will, of his own accord, promote 
an interview on the subject when he 
sees no immediate problem involving 
the management of property. 

Whatever may be a_ bank’s policy 
with respect to business development, 
all of them would doubtless welcome 
the opportunity to serve a large number 
of important new customers and to ce- 
ment banking relations. From the stand- 
point of the Trust Company, there are 
great difficulties in the way of reaching 
more than a few of the people who 
should be interviewed in any one com- 
pany, and in large cities the prospect of 
seeing a number of companies and their 
executives would be simply impractical. 
Even if the trust company has a staff 


Editor’s Note: The author of this article is a 
retired trust officer. 


708 


for active soiicitation of accounts, there 
is usually no place to start and no guide 
as to who are to be seen. Furthermore, 
there can be embarrassment in talking 
with prospects who may already be ne- 
gotiating with other fiduciaries, or con- 
sulting their own attorneys, on this most 
personal of all business relationships. 
Yet in this field, we find, in large num. 
bers, the best business brains and tal- 
ents, the most promising futures, and 
the most desirable banking contacts. 
Certainly out of a hundred such cases, 
ten or twenty will be the top leaders 
of tomorrow. 


Contact via Company Groups 


It is therefore obvious that little can 
be done to make such contacts by the 
customary hit-or-miss methods of ap- 
proach. Advertising is helpful as a 
support, but there is no substitute for 
personal contact in the establishment 
of confidence, and the development of 
ideas, which result in well-devised es- 
tate plans. 


Let us outline a procedure that has 
led to satisfactory results in specific in- 
stances. Take a hypothetical case based, 
however, entirely on actual experience. 


The ‘State Trust Company’ is a large 
institution with an active and success- 
ful trust department. John Brown, one 
of its influential directors, is president 
of one of the great companies of the 
area, and an important influence in the 
business community. Mr. Brown has 
just completed, with the officers of the 
trust department, a review of his own 
affairs and is highly satisfied with what 
he has learned about his own situation, 
and the way in which the trust company 
has dealt with his problems. Then he 
says “We have a lot of fellows in the 
company who ought to do this same 
thing. Most of them just don’t know 
how badly set up they are now. They 
think it’s unimportant, but actually it 
is the most important thing in their 
personal lives. There ought to be a way 
to tell them.” 


At first, he thinks he will call a meet- 
ing and explain what is on his mind. 
Then he realizes that he cannot do this 


in his particular group. There is some- 
thing paternalistic about it. Some of 
his associates are men of experience in 
such matters and are doubtless as well 
informed as he, or better. And, he does 
not want to pose as an expert. Further- 
more, he is known to be a director of 
State Trust. Other officers and key men 
of his company have other bank connec- 
tions or, in the last analysis, might pre- 
fer to deal with private individuals in 
matters pertaining to their estates, their 
trusts, and their investment agencies. 


Genesis of Program 


At this point, he has a better idea. 
He makes an appointment with the head 
trustman at State Trust and tells him: 


“We have at least fifty men in this 
office who should, without delay, learn 
the things I have been learning, and 
take definite steps to get their houses 
in order. I doubt whether half of 
them have given the matter any 
thought, and less than that have 
done anything decisive. I cannot talk 
to them as a group or individually. 
I head the company, but I don’t have 
anything to say about their personal 
affairs. Here is what I suggest: If 
you (the bank) want to spend the 
time and money, I feel sure you can 
make it pay a handsome return. The 
return will be partly in the form of 
direct earnings of your trust depart- 
ment and partly in the cementing of 
business relations with the _ best 
people in town. Give a dinner for 
fifty or sixty people from three or 
four companies. Having men from 
several companies takes away the 
feeling that it is a one company job. 


Go to two or three other big ones 9 


like ours, tell your story to the boss 
and ask him to nominate ten or fif- 
teen people apiece. We will do the 
same. Tell them in your letter of in- 


vitation that you want them to hear 
about recent developments in estate | 


planning, and especially about cur- 
rent tax conditions and 
trends. 


“Promise not to sell them anything 
at the meeting, nor to solicit them 
afterwards, 
Don’t blow your own horn, except by 
inference. Urge them to go where 
they please for the service. Don't 
have too many of your own people 
around, but be sure some top ones 
are there. Don’t overpower them with 
big figures. Most of them think of 
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themselves as people of small means. 
Have a good technical man or two 
who can talk, give illustrations. Make 
them brief and to the point. 


“Plan the talks so that they hit 
the individual situations of as many 
people as possible. Use the illustra- 
tion, for example, of a man with a 
good income prospect, but relatively 
small capital, and that principally in 
the form of life insurance, home, fur- 
nishings, company stock options, etc. 
Show how much difference a good 
estate plan can make to such a man. 
Show them a few cases also involving 
larger funds. Put as much as possible 
on slides. They won’t read written 
material, however well prepared. Have 
a good investment man talk about 
specific investments—just two or 
three — they won’t be interested in 
general talk or high sounding prin- 
ciples.” 


The Meeting Agenda 


The trustman was impressed, especi- 
ally since the idea was fostered and 
promoted by a customer, and developed 
from the customer’s point of view. The 
idea was adopted in toto. Forty-five men 
from three companies attended the din- 
ner, together with six officers of the 
bank, including the chairman, the presi- 
dent, and four from the trust depart- 
ment. The invitation and the meeting 
had the atmosphere of a public service 
effort, and this idea was strictly adhered 
to. 

The chairman of the bank presided 
at the meeting and explained its pur- 
poses. Two officers of the trust depart- 
ment were introduced, and gave brief 
talks illustrated with slides, showing 
actual cases of estate handling. These 
illustrations brought out the great 
economies made possible by the use of 
skillful planning, in contrast with more 
obvious methods. The investment offi- 
cer spoke of recent developments which 
made certain investments more interest- 
ing than others, particularly along tech- 
nological lines. 


In closing, the chairman asked the 
guests for suggestions for improving the 
interest and value of the meeting, as 
there might well be others. Most of the 
guests made written comments on the 
pads put at each place for the purpose. 
No signatures were requested. About 
one out of five signed requests for per- 
Sona! interviews with the bank to dis- 
cuss their own estates. This result was 
unexpected, and it later came to light 
that other trust companies received 
business from the same source. The 
meciing was, of course, highly success- 
ful. and the reasons for its success could 
probably be summarized as follows: 
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1) The meeting provided a method, 
perhaps the only one, by which a 
large number of good prospects could 
be assembled with a complete absence 
of direct solicitation. 

2) The basic idea was evolved by a 
customer, and hence was valid from 
the prospects’ point of view. 

3) Any interviews which followed 
were at the request of the prospect, 
and therefore bound to be productive. 


4) There was no possible embar- 
rassment, such as might have resulted 
from the unwelcome solicitation of 
business, especially in the case of in- 
dividuals having other connections, or 
for any other reason unreceptive to 
the general idea. 

5) Each company volunteered the 
information that it has many other 
officers and employees who would 
benefit equally if the bank should care 
to repeat the performance — which, 
incidentally, it did. 


A A A 


Trust Officers Win Commercial 
Business 


Trust department cooperation with 
lawyers and life underwriters obtains 
not only but also 
frequently is the origin of new commer- 
cial accounts, Layman L. Hay, trust 
officer of City National Bank & Trust 
Co., Chicago, pointed out in the July 
FPRA Bulletin. This, according to Mr. 
Hay. may take the form of business 
loans, loans secured by life insurance 
policies, new bank accounts from indi- 
vidual executors, or various accounts 
from newly formed corporations. 


new trust business 


Mass Selling of Trust Business 


Mass selling of trust business through 
talks to clubs and organizations has 
been labelled by C. B. Leonhard, vice 
president of Detroit Wabeek Bank & 
Trust Co., as the “Third Road” to trust 
business. The other two roads — to 
which institutions confine 
themselves — are advertising and solici- 
tation. 


most trust 


Ten points for those addressing club 
meetings are set forth by Mr. Leonhard 
in the July FPRA Bulletin. Briefly they 
are: 1. You’re a guest. 2. Obvious at- 
tempts to sell are self-defeating. 3. Keep 
it simple. 4. Avoid trust business jargon. 
5. Present material clearly-don’t try to 
be smart. 6. Assume that every audience 
includes lawyers or their relatives. 7. 
Give plenty of horrible examples and 
advocate consultation with a competent 
attorney. 8. Spice your talk with humor 
that emphasizes important points. 10. 
Use your own 
records or selected from illustrations in 
various services. 


stories modified from 


Mr. Leonhard writes from a broad 
background of experience in this field. 
In five years he spoke to over 14,000 ° 
people. 

A Ky 
@ The 11th annual Trust Development 
School sponsored by the Trust Division 
of the Illinois Bankers Association is 
being held August 5-22 at Northwestern 
University, with the registration of 26 
being filled by those on the waiting list 
who could not be accepted at the 1955 
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A new solution to the diversification problem in 
Pension and Profit Sharing Trusts. 


Fund #1 is entirely in fixed income securities; 
Fund #2 is in equities. By using both, the exact pro- 
portion of equities which any Plan requires can be 
obtained. A booklet will be sent on request. 


The First Pennsylvania 


BANKING AND TRUST COMPANY 


29 offices, Philadelphia and suburbs 


Banking since 1782 


SERVING MORE PEOPLE MORE WAYS THAN ANY OTHER PHILADELPHIA BANK 
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HE SIXTH EDITION OF THE BANKERS 

Trust Company’s A Study of Indus- 
trial Retirement Plans, recently publish- 
ed, as usual contains a mass of material 
that is of interest to both the serious stu- 
dent and the page-flipping executive. 
Once again, too, the editorial staff of the 
company’s Trust Department has en- 
hanced the statistical tabulations of Sec- 
tions Two and Three of this 177-page 
booklet with a valuable analysis of the 
trends in retirement planning revealed 
by its latest data. In view of the import- 
ance of this material and its analysis we 
here review the Study in some detail. 


The total number of qualified pension 
and profit-sharing plans in this country 
reached the 30,000 mark by the end of 
1955. The Internal Revenue Service re- 
ports that at that time the ratio of new 
pension to profit-sharing plans was two 
to one. Allowing for the more recent 
growth in interest in profit-sharing plans, 
we might guess that the number of pen- 
sion plans then in existence was between 
20 and 25 thousand. Figures published 
by the Institute of Life Insurance lead 
us to estimate that about 15 million in- 
dividuals were covered by private pen- 
sion plans by the end of 1955 — though 
lower estimates have been given. This 
would imply that at that date the aver- 
age number of participants per plan 
was somewhere between 600 and 750, 
although the Internal Revenue Service’s 
figures show that the average new pen- 
sion plan now has less than 300 partici- 
pants. 


In one way, then, the Bankers Trust’s 
Study is not an analysis of the “average” 
pension plan — if such an expression 
has any meaning. For the Study pro- 
vides details of 309 plans with approxi- 
mately 4 million participants, the aver- 
age number of participants per plan be- 
ing thus nearly 13,000. Yet the Study 
covers more than one quarter of all the 
pension plan participants in this coun- 
try, so in one sense at least it is very 
representative of U. S. corporate pen- 
sion planning.* 
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PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


The Study is intended to show “the 
current retirement plan practices of 
large and small employers in various in- 
dustries.” The analysis was therefore 
based on 68 companies that established 
new pension programs during the trien- 
nium 1953/55 and on 172 companies 
that amended their old plans during that 
period. A summary statement of the 
plans of each of the companies in these 
two groups is provided in Section Three 
of the Study, while in Section Two de- 
tails are given of the actual amendments 
made by the 68 companies mentioned 
above. With the reservations that the 
Study refers generally to the larger cor- 
poration — which, after all, tends to 
“set the pace” with its program of 
fringe benefits — and that insured plans 
are under-represented, the tablulations 
of these two Sections will be a valuable 
work of reference for pension planners 
for many months to come. 


Although the “trends in retirement 
plans” are analyzed in Section One un- 
der eight headings it will be convenient 
to review them here under six. 


(i) Eligibility for Benefits 


Bankers Trust points out that its suc- 
cessive studies have brought out the 
trend towards the inclusion of all the 
employees of a company under a retire- 
ment plan or plans. Only 25 of the 240 
companies studied had plans covering 
merely salaried or bargaining-unit em- 
ployees, respectively. On the other hand 
as many as 148 companies had a single 
plan covering both salaried and hourly- 
paid employees. It is the reviewer’s im- 
pression that the trend among smaller 
companies at least is to separate the 
retirement programs of these two groups 
of employees. 


The Study also analyzes the so-called 
“eligibility requirements” which either 





*The Life Insurance Fact Book states that there 
were 11,550 individual-policy pension plans in force 
at the end of 1954 covering 455,000 participants. 
Only three or four such plans are included in the 
Bankers Trust’s Study. 


TRENDS IN INDUSTRIAL RETIREMENT PLANS 


fix the date on which the employee first 
becomes a plan participant or prescribe 
the minimum amount of service an em- 
ployee must complete if he is to qualify 
for a benefit under the plan. If employ- 
ees are required to contribute to the 
plan there is some basis — though not 
as much as is sometimes claimed — for 
a rule requiring no contributions dur- 
ing an employee’s first three or five 
years of service. But where there are no 
employee contributions a “date of first 





participation” other than the employee's 
hiring date becomes difficult to justify— 
under a trusteed plan.+ This viewpoint 
is now becoming well understood for 
the Study reveals that an “increasingly 
large percentage of the plans has no eli- 
gibility requirements for membership” 


and the “use of an age requirement ... | 


appears to be on the decline.” 
However, 60% of the 309 plans ana- 








lyzed contained minimum service condi- 
tions, and the only trend noted is for a 
reduction in the service qualification in 
union-negotiated plans. Two-thirds of 
the 70 “pattern” plans (namely, plans 
“patterned” on those negotiated by the 


international unions of the automobile, | 
steel, rubber, etc. industries) reviewed | 


in the Study contained minimum ser- 
vice requirements of less than 15 years. 





(ii) “Normal Retirement 


All 70 “pattern” plans and over 92 
of the others, i.e., “conventional.” plans 
fix age 65 as the “normal” retirement 
age for both men and women. ‘This 
means that a man has the right to retire | 











pers 


Reis: 


on pension at this age. However, at his 7 


own choice he may remain in the com © 


pany’s service until the “automatic” re 7 


tirement age which is usually 65 or 68, | 
but may be indefinite. There was, in fact, | 
no “automatic” retirement age in 33% | 
of the 70 “pattern” plans covered by 7 


+Under an insured plan it is necessary to decide § 
whether or not there is a “loss” on surrender 0 {7 
its equivalent. If there is a loss on every surrendet a 
it is obviously desirable to defer participation until | 
the chance of severance (with its concomitant sul 
render of a contract or certificate) is neglizible. 
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the Study and it would seem that this 
percentage is likely to increase in future. 


In the “conventional” plan the com- 
pany usually reserves the right to con- 
tinue an employee at work after “nor- 
mal” retirement age if he so desires. In 
such case, the Study reveals the employ- 
ee’s pension is generally not increased 
beyond the amount it was at age 65. This 
is the reverse of the situation in the 
“pattern” plan where every year of ser- 
vice counts for pension and represents, 
perhaps, management’s distaste of the 
retention of older salaried employees be- 
yond age 65. 


(iii) Retirement on Disability 
and Vesting 


Although disability pensions of the 
“accrued credits” type are expressly pro- 
vided in 80% of the “pattern” plans ana- 
lyzed. only 46° of the 239 “conven- 
tional” plans included such _ benefits. 
However, many companies without dis- 
ability provisions in their conventional 
pension plans do provide benefits for 
total and permanent disability from 
other sources. Furthermore, as the Study 
emphasizes, more and more “convention- 
al” pension plans are including specific 
disability benefits. 


On the whole it would seem that there 
is also a trend towards eliminating the 
age requirement in qualifying for a dis- 
ability pension. Thus 61% of the “pat- 
tern” plans granting disability pensions 
did so after 15 years of credited ser- 
vice and 52% of the “conventional” 
plans with disability pension provisions 
required the fulfilment of service quali- 
fications only. 


Turning now to consideration of the 
“vesting” provisions of the 309 plans 
we are confronted with the problem of 
deciding whether a severing employee is 
“retiring early” or is merely leaving 
with a “vested right.” There is a lack 
of uniformity between companies that 
draw a distinction between these two 
types of benefit with the result that it 
is not possible to differentiate between 
the benefits covered by the Early Re- 
tirement and Vesting sections of the 
Study. Thus, for example, it is stated 
(under Early Retirement) that 30% of 
the 70 “pattern” plans permitted early 
retirement at the employee's election. 
On_ the hand (under Vesting) 
37% of these plans provided for “full 
vesting.” Can we be sure that all the early 
retirement benefits are included as vest- 
ed rights? If so, may we argue that 7% 
of the “pattern” plans provided full vest- 


other 


ing prior to some age at which an em- 
ployee could be supposed to “retire”? 


It seems to the writer that the time 
has come to adopt a more specific mean- 
ing for the phrase “early retirement.” It 
should, we believe, be restricted to cases 
where the severing employee receives an 
immediate pension of his full pension 
credits accrued up to the date of his 
“early retirement.” This employee’s 
position is then on all fours with the 
disability pensioner discussed earlier. 
He is, in fact, a real “pensioner” receiv- 
ing more than a mere “vested right.” 
The Study observes that 20 of the 239 
“conventional” plans and two “pattern” 
plans provided immediate pensions of 
this type on “early retirement.” 


(iv) Employee Contributions 


All the 70 “pattern” plans are non- 
contributory — though some companies 
have supplemented these plans by volun- 
tary programs of a contributory type. 
Furthermore, over 50% of the 61 new 
“conventional” plans and 43% of the 
178 amended plans were non-contribu- 
tory. In the previous study the percent- 
age of non-contributory plans was found 
to be 35%. 


These figures are evidence of the trend 
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Macon: THE FIRST NATIONAL BANK 
& TRUST COMPANY 


Savannah: THE LIBERTY NATIONAL BANK 
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THINGS 
FIRST! 





Friendly, dependable trust and 
banking services are very impor- 
tant to newcomers in any com- 
munity. 


May we suggest that when you 
have customers moving to Virginia, 
you put them in touch with FIRST 
and MERCHANTS National Bank 
of Richmond? 


We shall welcome the opportunity 
to serve them. 


First» MERCHANTS 


NATIONAL BANK OF RICHMOND 


Member Federal Deposit Insurance Corp. 











Ist in Delaware 
Equitable Security Trust Company 


is known as Delaware’s first trust 
company—first in history and first 
in modern, specialized trust depart- 
ment facilities. Estate settlement 
and trust administration have been 
our daily business for more than 70 
years . . . your assurance that you 
and your customers receive efficient, 
economical, complete service. 


EQUITABLE] Main Office: 901 Market Street 
Wilmington, Delaware 
SECURITY| Wilmington ¢ Dover ¢ Newark e Odessa 
Delaware's first commercial bank 1795 
TRUST} Delaware's first trust company 1885 


Member Federal Deposit Insurance Corporation 
COMPANY | Member Federal Reserve System 
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towards making pension plans independ- 
ent of employee contributions. However, 
it would be unwise to conclude that half 
of all the new “conventional” plans pres- 
ently being established still require em- 
ployee contributions. The result obtained 
in the Study is, in our opinion, not rep- 
resentative of the hundreds of smaller 
plans now qualified every month. 


(v) Pension Benefits 


“The trend in pattern plans has been 
toward the use of a benefit formula pro- 
viding a flat benefit for each year of 
credited service (our italics), which is 
independent of Social Security benefits.” 
On the other hand: “The benefits of 
employees covered by _ conventional 
plans are becoming more complicated” 
—a bad sign—‘and increasingly diffi- 
cult to classify.” 


Nearly two-thirds of the “convention- 
al” plans based pension benefits on the 
average compensation received by the 
employee during his entire period of 
service. Nevertheless, this represents a 
10-point decrease on the percentage 
records in the 1950/52 study which, in 
turn, represented an 8-point decrease on 
the percentage of the 1948/50 report. 


The Study brings out the interesting 
fact that in pension plans “in which 
benefits are related to pay in the final 
years of service, the benefit rates at 
higher compensation levels are smaller 
on the average than those in which the 
benefits are based on compensation dur- 
ing all years of credited service.” We 
leave it to our readers to decide the 
psychological reasons for this peculi- 
arity. 

One would have thought that with the 
move towards freeing pension formulas 
from the social security offset there 
would be a corresponding reduction in 
the percentage of plans with minimum 
pension provisions. This is broadly true, 
for the 63% of the 1950/52 Study has 
dropped to 44%. At the other end the 
trend towards liberalizing and elimina- 
ting the maximum pension feature con- 
tinues. Only 18% of the 61 new (“‘con- 
ventional”) plans set any ceiling on pen- 
sions compared with 37% of the new 
plans of the 1950/52 period. 


(vi) Funding Methods 


It is always interesting to study data 
providing information about the ques- 
tion of “insured vs. trusteed” funding. 
Unfortunately the figures provided in 
the Study cannot be accepted at their 
face value. Although only 11% of the 
“pattern,” and 21% of the “convention- 


al,” plans were wholly insured—a fur- 
ther 3% and 10%, respectively, were 
“combined” — this is no indication of 
the actual percentages existing in this 
country today. In the first place, the 
very large proportion of individual-pol. 
icy plans is virtually unrepresented in 
the Study. Secondly, there is no indica. 
tion of the basis of the decision as to 
whether or not to include a given plan. 








These remarks apply with even more 
force to the number of conversions from 
“insured” to “trusteed” recorded in the 
Study. Out of 178 “conventional” plans 
51 were amended as to funding method 
and of these changes 46 “had the effect 
of either introducing or extending the 
pension trust method” and only one 
changed from a pension trust to a com- 
bination of pension trust and deposit 
administration. These figures are sensa- 
tional but they could be — we do not 
say they are — “loaded by selection.” 





OTHER DATA ON “INSURED ys. / 
TRUSTEED” 


The Paul Douglas Subcommittee’s Re- 
port (which we discussed in the June 
issue) showed that at the close of 1954 
approximately = 12.500.000 
were covered under all types of pension 
plans. About 7 million of these were 
under “collectively bargained programs.” 
Of the total employees covered about 
714 million were under funded trusteed 
plans, 4 million under insured plans and 
1 million under so-called pay-as-you-go 
plans which do not accumulate funds in 
advance of the pension payments. 


employees 


From the capital angle, the total as- | 
sets of trustee-funded plans at the end 
of 1954 were estimated at $12 billion | 
book value and $13 billion market value. 7 
Reserves under insured plans were $9.8 ; 





billion — giving a total book value of 7 
all pension reserves of $21.8 billion. To ; 
this was being added (based on 1954 | 
contributions) $1,868 million annually 
to the trustee-funded plans and $1,325 
million annually to the insured plans. 


Figures taken from SEC reports indi- 
cate that during the 1953-55 period 
(that covered by the Bankers Trust 
Sixth Study) the funds held under trust 5 
deed pension plans rose from $8.2 bil 9 
lion to $13.9 billion. an increase of 70%. § 
Reserves under insured plans for the § 
same three-year period increased from § 
$7.5 billion to $11.1 billion, an increase J 
of 48%. The total combined pension re J 
serves, therefore, increased from 515.' @ 
billion to $25 billion, or by 59% from \. 


December 31, 1952 to Decembe: 31. | 
1955. 
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out Bank of America announces the establishment of a new fund for 
ed the purpose of collectively investing the funds of many individual 
ind 


retirement plans, to provide broader investment diversification, 





B° more satisfactory earnings consistent with protection of principal 
a and lower operating costs. All employers, regardless of the size or 
} type of their business, may participate in the Bank’s Fund. The 

oa ; Fund is especially designed to provide these additional investment 
end 5 benefits for all types of pension, profit-sharing and thrift plans, 
nd ' including the new types of variable income pension plans. 
9.8 Each employer’s plan preserves its individual identity and remains 
of 4 independent from all other participating plans. Only qualified 
hn F plans in which Bank of America is trustee or co-trustee may par- 
allv ticipate. Each plan’s investment objective may be achieved by 
395 varying the percentage of participation in the two parts of the 
4 Bank’s Fund—one consisting of fixed income investments and the 
" other of equities. 
riod Our brochure explains in full the details op BANK OF AMERICA 
e : INVESTMENT FUND FOR RETIREMENT PLANS. 
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a Bigger field 


and a Brighter future for 4 : 


This is a zinc-base die-casting that you’re looking at. 
You see a lot of them in cars, machinery, appliances, 
hardware items— in practically every type of product 
that’s formed of metal. 


Why? Because zinc base alloys are strong, and easily 
cast at relatively low temperatures and to close tol- 
erances. They take an attractive finish. They’re mod- 
erate in cost. 

The use of zinc for galvanizing steel is expanding, 
too—paced by the boom in air-conditioning, con- 
struction in general, and the extensive use of galva- 
nized steel grain-storage bins. The growing demand 
for brass, an alloy of zinc and copper, is calling for 
larger quantities of the versatile bluish-white metal. 


The 





Company 





Zinc-base die-casting grille 
from the 1956 Crown Imperial 





Even the new high in auto tire sales bodes well for 
zinc—for thousands of tons of zinc, in the form of 
zinc oxide, are used each year in rubber products. 
All of which helps explain the expanding zinc 
program of The Anaconda Company. Last year, 
Anaconda plants produced 415,000,000 pounds of 
zinc, for company account and for account of others. 
This was about 20% of all U.S. slab zinc, including 
a substantial part of the “Special High Grade” used 
by die-casters. 

Anaconda offers Industry the world’s most extensive 
line of non-ferrous metals and, with its manufactur- 
ing subsidiaries, is constantly seeking better, more 
efficient ways of using them. 56264A 





The American Brass Company 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 
NACO | D Greene Cananea Copper Company 
Anaconda Aluminum Company 


Anaconda Sales Company 
International Smelting and Refining Company 
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CONSTRUCTIVE MARKET APPROACH 








There are two ways of looking at to- 
| day’s stock market. One is to take a 
rather critical, pessimistic view. The 
proponent of this view can point to the 
fact that the D-J industrials are selling 
at more than fourteen times earnings. 
historically a fairly high evaluation. He 
can point out that many stocks are in- 
deed selling at a much higher price-to- 
earnings figure. He can look at the 
levelling-off of the economy, at the drop 
in auto sales, at the steel strike, at high 
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inventories. And he can fairly conclude 
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that many stocks, especially those of 
prime institutional quality, are quite 
adequately priced at current levels. 
This is one view, but it is not the 
only one. The opposite argument would 
run something as follows: granted that 
many stocks are fully priced in relation 
to near-term earnings, granted that the 
best that can be looked for from the 
stock market over the near term is a 
consolidation period or a mild correc- 
tion: more important, however, is the 
fact that this consolidation may furnish 
the last available opportunity to buy 
common stocks at current price levels. 
This second point of view is based 
on the thesis that our economy is on 
> the threshold of a new period of ex- 
pansion, comparable to those which took 
place in 1949-51 and 1953-55. It 
based on the thesis that the stock market. 
together with the general economy. is 
| currently in a consolidating phase simi- 
lar to that of 1951-53. Ultimately the 
new advancing phase must result in 
higher price levels for common stocks. 
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his thesis is, in turn, not based on 
guesswork on trend extrapolation, but 
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. Trade Winds . 


.. Memos . 


on events which have already taken place 
and which cannot be changed. As Peter 
F. Drucker has pointed out in his excel- 
lent series of articles in Harper’s Maga- 
zine, most of the events determining our 
economic future are already history. 
The most important of these events 
are concerned with birth rate and popu- 
The — birth 


America dropped sharply 


in 
during ihe 
depression years. It did not begin rising 
until World War II and it has contin- 
ued to rise ever since. Net result of all 
this is that, with the “depression babies” 
currently entering the labor market, and 
with the number of children under five 


lation — statistics. rate 


at the highest point in history, a smaller 
labor force must support a larger popu- 
lation. Indeed, it may be said that our 
future economic history will be charac- 
terized by a severe labor shortage.. 

Obviously, the only way in which 
population may be supported by a small 
labor force is by increasing productivity 
per worker, This can be done only by 
increased capital spending, giving addi- 
tional pressure to expansionary forces 
upon the economy. Prospects indicate 
that annual capital spending for indus- 
trial expansion may reach $50 billion 
within the next few years. 

What happens to the benefits from 
increased productivity? Over the past 
few years, a good part of them have 
gone directly to the workers involved, 
and there is not any reason to believe 
that they will not continue to do so. It 
is interesting to note that since 1944, 
the percentage of families with income 
between $5,000 and $7,500 has more 
than doubled, and the percentage mak- 
ing more than $7,500 has tripled. Mean- 
while, the percentage of families earning 
less than $3,000 has been cut in half. 
Almost half of all U. S. families are 
now in the $5,000 and over bracket as 
compared with 18% 1944. This 
change in income distribution is re- 
flected in a terrifically broadened market 
for consumer goods — and indirectly in 
even more pressure on capital spending. 


in 


Thus it is hard to visualize anything 
but a terrific rate of expansion for the 
economy over the longer term, and it 
is hard to visualize anything but a 
higher stock market. It is thus safe to 
say that any near term weakness in stock 
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prices should be locked upon as 
opportunity to purchase equilies at a 
price level which may not again exist 
within the foreseeable future. 
EDMUND W. TABELL 
WALSTON & CO., INC. 
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DEPARTMENT Stores HAVE 

GROWTH POTENTIAL 

There are reasons to believe it pos- 
sible for this field to qualify a number 
of growth companies in the next few 
years. We admire growth characteristics 
of superior companies now established 
and seldom stop to think how hard it is 
to name more than a handful recognized 
as major growth situations twenty years 
ago, which have that rating today. A 
lot of businesses have gone through al- 
ternating eras of growth followed by 
stability or decline, and then have en- 
tered new growth eras. The most signi- 
ficant evidence of a possible new growth 
period of department stores is the very 
large amount of current capital spend- 
ing for expansion. In department stores, 
growth like this has not been seen in 
40 years and expansion in physical plant 
on a grand scale is only possible at fair- 
ly long intervals when suitable locations 
become available. We are in a 
period when the big increase in auto- 
mobile use has made many new loca- 
tions feasible. 


now 


It is going to be interesting to see 
how much resistance big 
stores will have with their improved 
positions, and what influence they will 
have on distribution of goods. When 
still losing ground, with many consumer 
goods in short supply a few years ago, 
a large proportion of items were sold 
through smaller stores. These stores are 
less able to decide which goods they 
want to promote most aggressively be- 
cause they can’t concentrate advertising, 
nor do they inspire as much confidence 
with consumers as the large stores. 


recession 


Department stores are big enough to 
promote themselves institutionally by 
public service advertising, in addition 
to the fact that their buildings look im- 
pressive, and that they actually have 
large advertising budgets. This gives 
them a degree of power in determining 
which types of goods to emphasize in 
promotion. When goods were scarce and 
department stores had not been built 
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IBM IternaTIONAL BUSINESS 
@ MACHINES CORPORATION 
590 Madison Ave., New York 22, N. Y. 


The 166th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a Quarterly Cash Dividend of 
$1.00 per share, payable September 10, 1956, to 
stockholders of record at the close of business 
on August 17, 1956. Transfer books will not be 
closed. Checks prepared on IBM Accounting 
Machines will be mailed. 


C. V. BOULTON, Treasurer. 
June 26, 1956 














COMMON STOCK 
DIVIDEND 


The Board of Directors of Central 
and South West Corporation at its 
meeting held on July 18, 1956, 
declared a regular quarterly divi- 
dend of thirty-five cents (35¢) 
per share on the Corporation’s 
Common Stock. This dividend is 
payable August 31, 1956, to stock- 
holders of record July 31, 1956. 


LEroy J. SCHEUERMAN, 
Secretary 


CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 
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Southern California 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 

Dividend No. 26 

25/2 cents per share. 


CUMULATIVE PREFERRED STOCK, 
4.24% SERIES 

Dividend No. 3 

26/2 cents per share. 


CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 35 

30/2 cents per share. 


The above dividends are pay- 
able August 31, 1956, to stock- 
holders of record August 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, August 31. 


P, C. HALE, Treasurer 


July 20, 1956 

















in the suburbs and smaller cities this 
did not mean much. Now, however, 
while manufacturers may get more im- 
pact on the national advertising level, it 
is more difficult for producers of general 
merchandise to make much impression 
in the daily paper, which tends to have 
the most influence on people at the time 
when the actual shopping is to be done. 


The import of this from the stand- 
point of manufacturers may be that 
those who have operated so as to drive 
retail margins way down may not be as 
well off as they think. People don’t al- 
ways buy goods because they are cheap, 
particularly if exposed to good salesman- 
ship, and you can’t afford much personal 
selling effort on a 10% gross margin. 
If general consumers prefer one stop 
shopping, and if they think they have 
one reliable source, department stores 
can compete with discounters, who don’t 
give as good service or employ the same 
class of sales people. In their eternal 
striving for higher average profit mar- 
gins department stores will use their 
resources to expand sales where higher 
margins can be obtained. 


If we come into a generally recession- 
ary period, it will find the department 
stores with physical plant in its best 
condition in more than a generation. 
When jobs get scare, salespeople tend 
to do a better selling job. The largest 
part of department store goods are in 
soft lines which wear out and can be 
bought in low dollar amounts for cash. 
When people are uncertain about their 
income they save more and are less 
willing to buy on time. Another factor 
in the stores’ favor is the greater sta- 
bility of consumer income from unem- 
ployment compensation, both public and 
private. Department stores have ability 
to offer goods at low prices when times 
call for it, through a variety of methods, 
including bargain basements, which op- 
erate quite profitably thanks to high 
turnover. 


Shopping center stores and downtown 
department stores are two types of re- 
tail outlets for which we continue to 
have need. In a large city the depart- 
ment store requires certain central facil- 
ities, including a large store. In addi- 
tion, it is necessary to place other stores 
of appropriate size to serve the market 
which cannot be reached from down- 
town. The organization must have all 
facilities to serve its market in a com- 
plete way, with enough impact to domi- 
nate it profitably. A good deal of the 
strength of a department store resides 
in its name and reputation for a variety 
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‘YALE & TOWNE. 


Declares 274th Dividend 
3712¢ a Share 


On July 26, 1956, 
dividend No. 274 
of thirty-seven 
and one-half cents | 
per share was 


of Directors out 
of past earnings, 
payable on 

Oct. 1, 1956, to 
stockholders of record 
at the close of business 
Sept. 7, 1956. 


F. DUNNING 


Executive Vice-President and Secretary 
THE YALE & TOWNE Mc. Co. 


Cash dividends paidinevery year since 1899 
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THE FLINTKOTE COMPANY 


New York 20, N. Y. 


A quarterly dividend of $1.00 per 
share has been declared on the 
$4 Cumulative Preferred 
Stock payable September 15, 1956, 
to stockholders of record at the 
close of business August 31, 1956. 
A quarterly dividend of $.60 per 
share has been declared on the 
Common Stock payable Sep- 
tember 15, 1956, to stockholders 
of record at the close of business 
August 31, 1956. 
WILLIAM FEICK, Jr., 
Treasurer 
August 1, 1956. 











Divisions 
BARRETT - GENERAL CHEMICAL 
MUTUAL CHEMICAL - HATIONAL ANILINE 
NITROGEN - SEMET-SOLVAY 
SOLVAY PROCESS 


COMMON STOCK DIVIDEND 
Quarterly dividend No. 
142 of $.75 per share has 
been declared on the Com- 
mon Stock of Allied 
Chemical & Dye Corpora- 
tion, payable September 
10, 1956, to stockholders 
of record at the close of 
business August 17, 1956. 


RICHARD F. HANSEN, 
July 31, 1956 Secretary 





Continuous Cash Dividends 
Have Been Paid Since 
Organization in 1920 
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Pullman 
Incorporated 


356th Dividend and 
90th Consecutive Year of 


Quarterly Cash Dividends 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on Septem- 
ber 14, 1956, to stockholders of 
record August 20, 1956. 


CHAMP CARRY 


President 
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THE TEXAS COMPANY 


—2 16th 


Consecutive Dividend 





A regular quarterly dividend of 
fifty cents (50¢) per share on the 
Capital Stock of the Company has 
been declared this day, payable 
on September 10, 1956, to stock- 
holders of record at the close of 
business on August 10, 1956. 

The stock transfer books will re- 
main open. 


S. T. CrossLanp 
Vice President & Treasurer 
July 27, 1956 

















CONTINENTAL 
= CAN COMPANY, Inc. 


159th 
COMMON DIVIDEND 

A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable Septem- 
ber 15, 1956, to stock- 
holders of record at the 
close of business August 
24, 1956. 
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‘ 47th 

=. PREFERRED DIVIDEND 
: A regular quarterly divi- 
: dend of  ninety-three 
: and three-quarter cents 
: ($.933%4) per share on the 
: $3.75 cumulative pre- 
5 ferred stock of this Com- 
s pany has been declared 
+H payable October 1, 1956, 
: to stockholders of record 
5 at the close of business 
: September 14, 1956. 

= LOREN R. DODSON, 

; Secretary 
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of quality merchandise at fair prices, 
with whatever service is necessary, and 
where the store stands behind the mer- 
chandise. Advertising campaigns estab- 
lish and maintain its name and the loyal- 
ty of the market. 


While it is inevitable that there will 
be some mistakes in the current expan- 
sion phase, most stores will prove to be 
profitable ventures, and where we have 
confidence in management it seems bet- 
ter to be a little overzealous about get- 
ting stores built while locations are 
available. Branch operating costs have 
almost always been lower than down- 
town and the parent stores are able to 
charge services of buyers, accounting, 
advertising, warehousing, and generai 
management expenses to the branches, 
which the main store was paying for 
anyway. In the case of brand new stores, 
profitable volume has had to be built 
up over a period of years. 


We believe that operating costs of 
shopping center branch stores tend to 
be as much as 1% lower than in the 
downtown metropolitan store. This does 
not include charges to branches for cen- 
tral office functions of buying, account- 
ing and advertising. Since estimates on 
branch store profits have to be pieced 
together from bits of information pro- 
vided by company officials, all we can 
do is explain why we think costs are 
lower: companies with good branch 
programs are increasing their profits 
and they are steadily building more 
branches. There is one important reser- 
vation. It does seem to be important to 
have a strong basic position in the city 
and domination should be had or be at- 
tainable. In addition to a good branch 
program, ability to run a central organ- 
ization is a primary requirement. The 
need for domination does not appear 
necessary for large nation-wide chains 
like Penney and Sears. 


We think that those well-managed 
companies with sound expansion pro- 
grams, which know how to operate suc- 
cessfully as chains, will enjoy some 
further increase in earnings in propor- 
tion to capital during 1956. We are 
equally convinced that the marginal 
stores whose profits have been declining 
in recent years will probably have an 
even more difficult time in 1956. Not all 
new investment in stores has been sound- 
ly conceived nor will it be able to earn 
much profit. Investment for the entire 
industry will probably not be greatly 
different from 1955. 


Wm. P. O’Connor, Jr. 
McDONNELL & CO 











AMERICAN GAS 
AND ELECTRIC COMPANY 


a 
Common Stock Dividend 


regular quarterly dividend of thirty- 
“A six cents ($.36) per share on the 
Common capital stock of the Company 
issued and outstending in the hands of the 
public has been declared payable Sep- 
tember 10, 1956, to the holders of record 
at the close of business August 10, 1956. 


W. J. ROSE, Secretary 
July 24, 1956. 



































Amenican-Standard 







PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable September 1, 1956 to 
stockholders of record at the close of 
business on August 24, 1956. 

A quarterly dividend of 35 cents per 
share on the Common Stock has been 
declared, payable September 24, 1956 
to stockholders of record at the close 
of business on September 4, 1956. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 


FRANK J. BERBERICH 
Secretary 











THE DAYTON POWER 
AND LIGHT COMPANY 


DAYTON, OHIO 


136th Common Dividend 

The Board of Directors has declared a 
regular quarterly dividend of 55c per 
share on the Common Stock of the 
Company, payable on September 1, 
1956 to stockholders of record at the 
close of business on August 15, 1956. 

GEORGE SELLERS, Secretary 
August 3, 1956 











h. J. Reynolds 
Tobacco Company 


Makers of 
Camel, Cavalier, Winston & Salem 
cigarettes 
Prince Albert, George Washington 
smoking tobacco 














QUARTERLY DIVIDEND 


A quarterly dividend of 8% 
cents per share has been de- 
clared on the Common and 
New Class B Common stocks 
of the Company, payable Sep- 
tember 5, 1956 to stockholders 
of record at the close of busi- 
ness August 15, 1956. 
W. J. CONRAD, 
Secretary 


Winston-Salem, N. C. 
July 12, 1956 
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PeackE—AT A PRICE 


The steel strike has come and gone 
but its effects, both current and future, 
upon the country’s economy can not be 
so lightly dismissed. On the debit side 
must be listed the loss of some ten mil- 
lion tons or more of steel production 
during the five-week shutdown and the 
loss of purchasing power suffered by 
the rail and trucking industry employees 
idled by the July first deadline, as well 
as workers in mines and mills, along 
with the steelworkers. The latter, how- 
ever, after four years of uninterrupted 
employment at industry’s top-ranking 
wage scale, were reportedly in a holiday 
mood to enjoy travel, recreation, hobby 
or home-repair activities. With mora- 
toria granted on instalment payments 
for the duration and assurance of ample 
credit for necessities at local stores, who 
can blame them for optimistically await- 
ing a favorable settlement which eco- 
nomic pressures were certain to force 
as the steel-short day of reckoning 
approached ? 


The agreements entail added _first- 
year costs of about 25 cents an hour, of 
which an average 10.5 cents is in the 
hourly rate and the balance in fringe 
benefits. A cost-of-living clause was in- 
corporated for the first time to meet 
higher commodity price levels, to which, 
of course, this agreement will give a 











SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 70 


A regular quarterly divi- 
dend of 45 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able September 13, 1956 to 
stockholders of record at the 
close of business on Augus 
31, 1956. 

H. E. JACKSON, 


Vice President and Treasurer 
Dated: July 21, 1956. 
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healthy nudge with U. S. Steel having 
announced an initial average rise of 
$8.50 per ton. Mr. McDonald also 
achieved his aim of a 52-week layoff 
plan and premium pay for week-end 
work. Overall, the union chief realized 
the most important elements of his 
original demands in return for a three 
year no-strike pact. 

Strategy is essential in any contest, 
whether sport, politics or a strike, but 
it was disquieting to note, in the union’s 
newspaper advertising during the strike, 
Mr. McDonald’s argument that manage- 
ment’s “shameful” offer. of a 2% in- 
crease in net wages in return for an 
11% increase in employee productivity 
in 1955 over 1954 was inadequate. He 
is far too well-informed to believe that 
this is due primarily to more diligent 
efforts of his members. It stems, rather, 
from their operation of improved equip- 
ment in more efficient plants using the 
latest technical advances which are pro- 
vided solely by continuing investment 
of retained earnings and new capital 
funds. If unions are going to insist upon 
receiving as a right all benefits stemming 
from improved profit margins, addi- 
tional equity capital for industry will 
become as scarce as the proverbial hen’s 
teeth, while debt financing will also grow 
increasingly restricted in cost — and 
indenture terms. 


Now that agreement has been reached, 
the public will dismiss the matter from 
their minds but every labor leader will 
have studied his lesson well with a view 
to adapting whatever lends itself to his 


own situation. That the outcome would 
be inflationary was a foregone conclu- 
sion, the degree being the only unknown. 
Probably the most hopeful element is 
that the industry has at least a three- 
year span of peace in which to plan for 
needed expansion. Another note of con- 
solation is that the two parties were able 
to settle their differences without major 
dictation from Washington. 


For its insistence upon altering the 
pattern of annual contract negotiation 
to a longer period, steel management 
deserves the plaudits of not only its 
stockholders but the public as well. All 
too seldom in recent years has there 
been industry resistance to the drift 
toward ever-rising costs. The steslmen 
in this instance were fighting for prin- 
ciple instead of resorting to expediency 
and, although their efforts were not fully 
rewarded, they have at least set an ex- 
ample which other industry leaders will 
do well to follow if progressive depreci- 
ation of our medium of exchange is to 
be halted or decelerated. 


ECONOMY IN GOVERNMENT NEEDED 


While paying lip service to sound 
money, many politicians and_ business 
men enjoy the euphoria generated by 
inflation-induced business booms. Pro- 
fessor Sumner Slichter’s rather widely- 
accepted theory that a slow rate of 
monetary inflation can be continued in- 
definitely without damage to the econ- 
omy is a conveniently pleasant one to 
embrace but time alone will prove its 
truth or falsity. Meanwhile, the Federal 
Reserve Board follows its own devices 
to contain undue expansion but its poli- 
cies have been powerless to avert 4 
rising price level caused by inflationary 
pressures. 


The Federal Government, as_ the 
largest tax-gathering entity, is the prime 
factor in the monetary picture through 
its multi-billion dollar operations in de- 
fense, foreign aid, public housing, road 
building and social security, to mention 











CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has de- 
clared a quarterly dividend of sixty cents ($.60) per share 
on its Common stock, payable September 10, 1956, to stock- 
holders of record at the close of business August 17, 1956. 


ERLE G. CHRISTIAN, Secretary 
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only a few of its activities. Its ramifica- 
tions have become so complex and un- 
wieldy as to defy public understanding. 
As a result, since the end of World War 
II, two commissions headed by ex-Presi- 
dent Hoover have studied Federal Gov- 
ernment organization and management, 
the first functioning from 1947-49 and 
the second between 1953-55. 


A review of the latter Commission’s 
findings and recommendations, under 
the title of “The Hoover Report 1953- 
55.” deserves to be read by all citizens 
who have regard for national solvency. 
Free of political bias and presented to 
Congress in 39 separate reports as a 
guide to remedial legislation, it points 
the way to more efficient conduct of pub- 
lic business at lowest cost. Congress has 
thus far implemented only a small part 
of the program but influential political 
and civilian sponsorship appears to in- 
sure future adoption of its most import- 
ant recommendations. 


Without attempting to detail the spe- 
cific instances which inspired the Re- 
port’s reference to “horrible examples 
of waste and extravagance,” the value 
of the Commission’s studies is indicated 
by the estimates of some $6 billion in 
annual savings alone plus recovery of 
between $10-$15 billion capital now tied- 
up in Government-sponsored ventures, 
with interest savings thereon. Important 











Unton CARBIDE 


AND CARBON CORPORATION 


UCC, 


Acash dividend of Seventy-fivecents 
| (75¢) per share on the outstanding 
| capital stock of this Corporation 
| has been declared, payable Sept. 1, 
_ 1956 to stockholders of record at 
| the close of business Aug. 3, 1956. 


| BIRNY MASON, JR. 


Secretary 
































SOCONY MOBIL 
OIL COMPANY, INC. 
Dividend No. 182 





The Board of Directors on 
July 24, 1956, declared a quar’ 
terly dividend of 50¢ per share 
on the outstanding capital stock 
of this Company, payable Sep- 
| tember 10, 1956, to stockhold- 
| ers of record at the close of busi- 


; ness August 3, 1956. 
A. M. SHERWOOD, Secretary 
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as these economies would be if applied 
to tax reduction or debt cancellation, 
the removal of Government from com- 
petition with privately-owned tax-paying 
units would also be salutary. Even after 
two years of investigation, the Commis- 
sion was unable to list with accuracy all 
Government-owned enterprises but the 
Defense Department alone was found to 
be conducting over 2,500 separate in- 
dustrial or commercial-type facilities 
with an investment of more than $15 
billion, most of them susceptible to re- 
placement by private capacity at lower 
cost. 


In the Government foreign-aid pro- 
gram, also, it is encouraging that grow- 
ing opposition has arisen to spending 
our tax monies in localities and for pur- 
poses which bear no reasonable relation 
to defense needs or national interest. 
(Nevertheless, our money has only re- 
cently been transporting Afghanistan 
pilgrims to Mecca by airlift.) If the 
logic of foreign-aid proponents that we 
are “winning friends and influencing 
people” is true, the approximately $55 
billion spread over the world since the 
end of the last war should have brought 
more goodwill than is presently observ- 
able in foreign relations. It likewise ap- 
pears ironical that the estimated budget 
surplus achieved after four years of 
struggle by the Administration should 
be less than the $3.7 billion foreign aid 
bill enacted. 


The pressing need for economy in 
Government and adherence to anti-in- 
flationary policies is brought home fore- 
ibly by the realization that 1956 marks 
the fifteenth anniversary of the Treasury 
Savings Bond Program in which some 
40 million citizens own approximately 
$40 billion of Series E and H bonds. 
Conceived as a means of sopping up 
potentially inflationary purchasing pow- 
er during the war, the program has con- 
tributed mightily to the development of 
thrift. However, the patriotism of the 
original purchaser has been penalized 
by what is, in effect, a capital levy due 
to decline of the dollar’s value. In good 
conscience, Government owes its citizens 
the obligation to protect the value of 
their savings by every means at its 
command, 


PrivATE Power GAINS 


Reflecting the Administration’s stand 
in favor of private power versus exten- 
sion of public non-profit development, 
the 84th Congress during its last days 
deefated three major bills authorizing 
large-scale projects. While public power 


adherents threaten to carry the issue to 
the electorate in the fall campaign, some 
of the edge has gone from their argu- 
ment with the complete lack of legisla- 
tive support. In addition, three election 
areas voted contracts with privately- 
owned power sources in preference to 
buying from publicly-controlled units 
and this viewpoint apparently was not 
lost upon legislative leaders. 


The Hell’s Canyon Project rejection 
cleared the way for Idaho Power Co. to 
proceed with construction of its three 
dams, instead of the one large one 
planned under Federal auspices. Defeat 
of the proposed development of addi- 
tional Niagara River capacity by a pub- 
lic authority was another milestone. 
with the third setback the loss of the 
$400 million program for nuclear reac- 
tors for power purposes under AEC con- 
trol, which this agency opposed. 


Private utility interests are naturally 
gratified at the apparent swing in public 
sentiment in their favor but their vic- 
tory was at the price of losing two pro- 
posals which would have spurred nu- 
clear power developments. One was the 
bill calling for Federal insurance up to 
$500 million in case of accidental reactor 
damage, while the other exempted com- 
panies working in joint development 
and research from the provisions of the 
Public Utility Holding Company Act. 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share on the 10,020,000 
shares of the Company’s capital stock out- 
standing and entitled to receive dividends, 
payable September 15, 1956, to stock- 
holders of record at the close of business 
August 24, 1956. 
E. F. VANDERSTUCKEN, JR.. 


Secretary. 














TENNESSEE CORPORATION 


TENNESSEE 
CORPORATION 


July 10, 1956 
A dividend of fifty (50c) 


cents per share was declared 
payable September 26, 1956, 
to stockholders of record at 
the close of business Septem- 
ber 12, 1956. 


Joxun G. GreeNBURGH 


61 Broadway Treasurer. 


New York 6, N.Y. 
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Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 
YIELDS oF YIELDS OF PRICES,DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
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IN PERCENT PRICES AND DIVIDENDS 
= ($ PER SHARE) 
4 - 2.80 = 160 “I 
- | Lo : 
p PRICES 
- —-l20 Ny “4 
“ + 100 4 
YIELD 
oa %, 
YIELDS 
—— 3 YEAR ee we 
F350 ae 5 YEAR | 380 j — \ 4 {go ao pinvton 
ja 10 YEAR vw secccece ' eee ogee? ~ 
-———- 242S,0F 9/15/72-67 . e----—" DIVIDEND 
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1953 | 1954 | 1955 | 1956 i953 | 1954 | 1955 | 1956 -+ 1953 | 1954 l 1955 | 1956 
—— End of Month 
July June July 1956 1951-55 1946-50 1941-45 1931-40 1919-1930 
1956 1956 1955 Range for Period — 
1. U.S. Government Yields _ ew 
3-Year Taxable Treas. Pease N 3.20 2.94 2.56 3.20-2.59 2.90-1.43 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. -.........._.... % 3.24 3.03 2.79 3.24-2.67 2.95-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. —.......__.__... % 3.14 2.99 2.94 3.17-2.77 3.16-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%s, 9/15/72-67 _............_.-. % 3.04 2.93 2.95 3.10-2.79 3.16-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%, 12/16/67 —.___... % 3.04 2.92 2.93 3.09-2.78 3.31-2.43  2.48-2.08 2.50-2.37 (a) (a) (a) 
3%s, 1983-78 _. 3 mn 3.11 2.98 2.94 3.13-2.87 (b) (b) (b) (b) (b) 
3s, 1995 -... EM Ee - % 3.12 3.02 3.02 3.13-2.96 (ec) . 
2. Corporate Bond Yields 
Aaa Rated Long Term sien coenniages “SE 3.34 3.27 3.09 3.34-3.07 3.44-2.65  2.91-2.45 2.88-2.59 6.75-2.70 6.38-4.42 
Aa Rated Long Term ——._._.. % 3.42 3.36 3.16 3.42-3.15 3.52-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term ____.. : % 3.56 3.50 3.24 3.56-3.26 3.69-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term execs) Oe 3.83 3.78 3.54 3.83-3.57 3.90-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56 -6.37 
8. Tax-Exempt Bond Yields a 
Aaa Rated Long Term .- an Se 2.41 2.34 2.27 2.51-2.17 3.18-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (b) (d) 
Aa Rated Long Term - a 2.59 2.52 2.38 2.70-2.37 3.24-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (b) (d) 
A Rated Longe Term ———_____.__. % 2.83 2.76 2.71 2.99-2.72 3.35-1.72 2.64-1.28 2.49-1.49 3.29-2.11 (b) (d) 
Baa Rated Long Term ...._.....-.._ 3.35 3.24 3.18 3.44-3.20 3.79-1.98 3.05-1.57 2.94-1.80 3.71-2.60(b) (d) 
4. Preferred Stock Yields ee 
Industrials—High Dividend Series 
High Grade _.__. aecaceies se. a 4.05 4.04 3.88 4.08-3.90 4.24-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade Dexaneepercacaiins:: 4.66 4.66 4.45 4.66-4.49 5.28-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade : BiG ceaberns Ne 3.83 3.80 3.70 3.84-3.69 4.02-3.45 3.92-3.27 (d) (e) (e) (e) 
Medium Grade _ oe seo. Sa 4.23 4.21 4.07 4.23-4.08 4.39-3.80 4.20-3.52(d) (e) (e) (e) 
Utilities—Low Dividend Series 
High Grade bike nites % 4,11 4.07 3.92 4.11-3.92 4.45-3.77 4.24-3.40(d) (e) (e) (e) 
Medium Grade - pase ieestt 4.41 4.41 4.25 4.43-4.25 4.87-4.17 4.65-3.69 (d) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) $158.98 $151.11 187.85 156.14-140.11 145.67-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) ~~ sts 5.85 5.77 5.00 5.77-5.72 5.71-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrials—Yields _......_._+_ % 3.68 3.82 3.63 4.08-3.68 6.84-3.63  7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 
(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date from 
(b) —U. S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. 
(c)-—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. (f)—125 Industrials Averages date from Jan. 1, 1929. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (g)—Dollars per share. 
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DEALERS IN 


State, Municipal and Public Housing 
Agency Bonds and Notes 


The Chase Manhattan offers trust officers and others acting 
in fiduciary capacities a well rounded service 

in this type of investment. Inquiries will receive 

the personal attention of experienced officers. 


Bond Department 
THE 


CHASE MANHATTAN 
BANK 


Head Office: 18 Pine Street, New York 15 


Member Federal Deposit Insurance Corporation 
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Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 





HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 





| 
No responsibility is assumed in so far as compliance with the Statement | 
of Policy is concerned for the employment in whole or in part of the 
index by issuers, underwriters or dealers. Principal indices for July 
29, 1955 appear in the August 1955 issue and current income returns 
based on July 31, 1956 offering prices are available on request, 
These will soon be added to a revised short form index. 
























































































































































Reference should be made to the introduc- I ot a ie = * ” - 
tory article in July 1949 issue, outlining pur- 12/31/35 12/30/39 to 1/31/56 Last 12 mo. Div. %o\ Prin. Less | 5-Y¥r- Avg. 
— ‘ of ee — a eee hn 7/31/56 Net Cum. Cap. | Net Invest. 
selecting stock and cost-of-livi verages, — str, (Bi 
periods and in interpretation of data. Principal Miata, Principal — Bn a pe 
BALANCED FUNDS 
American Business Shares a 65.0 177.1 4174.6 3.30 5.13 4112.3 3.44 
Axe-Houghton Fund “A” —_— 71.4 275.8 275.2 2.68 5.08 203.3 2.74 
Axe-Houghton Fund “B” = 88.1 $315.9 4315.9 2.76 4.47 +248.2 3.48 
Boston Fund 103.1 60.2 %+249.9 $248.8 2.63 3.12 +203.4 3.10 
Commonwealth Investment 106.3 73.5 $305.8 305.8 3.05 2.85 255.3 3.51 
Dreyfus Fund**** (c) — = Senne $299.7 2.15 7.51 $253.6 2.83 @ 
Eaton & Howard Balanced 114.5 73.6 $273.9 273.8 2.83 2.14 242.2 3.33 
Fully Administered Fund (Group Securities) —- — 69.4 192.0 190.2 3.42 10.45 144.1 3.25 
General Investors Trust 110.0 65.2 $1895 189.5 3.39 3.63 148.9 3.95 
Investors Mutual — 78.5 $216.4 216.3 3.37 1.57 182.6 3.78 e 
Johnston Mutual Fund pros == | POPOE 279.4 3.14 3.89 250.5 3.55 
Nation-Wide Securities** ..... =»... 2 102.6 59.6 185.7 181.5 3.16 3.21 147.3 3.69 
George Putnam Fund ome 69.2 $218.1 218.1 2.87 3.80 180.4 3.42 
Scudder Stevens & Clark 97.4 80.9 $215.8 215.8 2.84 4.06 181.1 3.15 
Wellington Fund 105.2 75.0 230.0 229.6 3.05 2.98 180.7 3.36 
Whitehall Fund — — $277.3 277.0 3.29 5.25 233.0 3.65 @ 
Wisconsin Fund, Inc.*** — 65.1 $312.6 $312.6 3.31 7.28 +220.1 3.30 
AVERAGE: BALANCED FUNDS __.___. 105.6 70.8 244.1 243.2 3.00 4.32 186.9 3.39 
STOCK FUNDS 
Affiliated Fund*** — 50.2 {255.0 255.0 3.35 4.72 161.5 3.95 
Broad Street Investing Corp. 109.9 60.1 %$328.7 328.5 3.53 3.06 273.2 4.20 
Bullock Fund 109.8 61.0 +%38238.7 323.7 2.61 3.27 267.3 3.73 
Delaware Fund a 76.1 %+223.0 223.0 2.93 5.20 129.7 3.46 
Diversified Investment Fund, Inc.*** (c) ____- — — $226.8 226.8 4.61 4.34 196.0 4.72 e 
Dividend Shares 109.0 62.1 264.9 264.2 2.19 2.86 217.6 3.69 
Eaton & Howard Stock 107.1 62.7 %$393.6 393.6 2.33 3.26 341.1 3.07 
Fidelity Fund — — $384.6 384.6 3.45 2.32 336.9 4.11 e 
Fundamental Investors 105.2 64.8 $428.7 428.7 2.85 3.42 367.7 3.76 
Incorporated Investors 103.6 63.9 435.1 435.1 2.45 5.44 360.9 3.30 
Institutional Foundation Fund —.—______ — — $256.2 256.2 3.33 3.87 196.0 3.28 @ 
Investment Co. of America — 50.8 $329.7 329.7 2.47 5.51 239.0 3.18 
Knickerbocker Fund — 69.0 %146.3 4145.2 3.94 6.75 + 87.6 2.89 
Loomis-Sayles Mutual Fund (c) —.—..._- 72.4 74.2 $245.1 4245.1 24c 5.56 4164.3 2.90 
Massachusetts Investors Trust 110.7 50.7 853.1 353.1 3.33 2.31 328.3 4.01 
Mass. Investors Growth Stk. Fund —..- 114.2 57.4 379.4 379.4 1.86 5.29 316.0 2.43 
Mutual Investment Fund (c) 129.7 56.1 $220.4 220.2 2.81 3.26 176.4 2.53 
National Investors = 60.7 %$418.8 418.8 2.27 5.26 334.3 2.93 
National Securities — Income*** (c) ________. o— 66.0 1479 145.6 4.58 3.01 120.4 5.22 e 
New England Fund (c) 117.4 61.4 $205.5 +204.6 3.61 7.21 4152.2 3.79 
Selected American Shares 123.8 60.9 $273.9 273.9 2.98 5.87 207.8 3.70 
Sovereign Investors —..............._-____________._________- a 62.5 $208.5 208.4 3.54 1.88 177.5 4.48 
State Street Investment Corp. 92.8 60.7 312.0 311.0 r2.39 7.88 205.7 2.71 
Wall Street Investing Corp. (a) — — $361.3 361.3 2.75 1.96 340.6 3.49 @ 
AVERAGE: STOCK FUNDS 108.1 63.2 309.2 309.0 2.90 4.35 244.0 3.42 
90 STOCK INDEX (Standard & Poor’s) 106.7 59.3 392.9 392.2 —- — — — 
CONSUMER PRICE INDEX (B.L.S.) — — n99.7  =n195.0 _ — —_ — | — 




















COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such data and the re- 
sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 
butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
panies out of income earned from dividends and interest on their portfolio 
securities (exciuding all capital distributions). 


Base index number of 100 is the offering price on Dec. 30, 1939. 


COL. 17 represents figure obtained by dividing such dividends accruing ovef 
the annual period ending with the stated date by the average of the twelve 
month-end offering prices ending on the corresponding date. 


CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 
distribution, if any, from capital gains or any other source, for the current 
annual period. 


COMPANIES ORGANIZED AFTER 1939 are given an initial index number 
on the date they commence business equal to the average of all those stock 
er balanced funds in existence at the time. 





n—new revised series adjusted to Dec. 1939 base. 
r—plus rights. 
(c)—regrouping awaits new detailed classifications. 
ew England a flexible fund with current 
balanced policy. 
(a)—Does not reflect new acquisition cost- 


revised index. 


t—Adjustment for capital gains tax will be made in 


+Ex-dividend current month. 
tHigh reached current month. 
@Principal index begins after 1939 base date. 


**Became Balanced Fund in 1945. 
***Not included in balanced or stock average. 
****Name changed from Nesbett Fund. 


COPYRIGHT 1956 BY HENRY ANSBACHER LONG. 
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INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


SEC to Study Size of 
Investment Companies 


For the first time since enactment of 
the Investment Company Act of 1940, 
the Securities and Exchange Commis- 
sion is invoking Section 14(b) which 
authorizes it to study the significance, 
if any, of the size of investment com- 
panies. The Commission will extend the 
investigation to 385 registered invest- 
ment companies with assets of more 
than $11 billion. The initial phase of 
the study is being undertaken by three 
University of California professors who 
will submit to the Commission by Octo- 
ber. 1956, a research plan for the study. 


Investors Mutual Crosses 


Billion Dollar Hurdle 


Investors Mutual, Inc., the balanced 
mutual fund in the Diversified Services 
sroup, attained billion dollar status dur- 
ing July. This is the second individual 
open-end company to enter the billion 


dollar club. Massachusetts Investors 
Trust having reached that category 
earlier this year. Total assets of ihe 


various companies under management of 
Investors Diversified Services, which in- 
cludes two Canadian Funds — one dis- 
tributed in the United States and an- 
other across the border — now exceeds 
two billion dollars. 


Investors Mutual is a comparative 
youngster among most of the larger in- 
vestment companies, having been or- 
ganized in 1940 with initial minimum 
capital of $100,000. Its organizer, spon- 
sor and investment manager, Investors 
Diversified Services, however, was estab- 
lished in 1894. It was then known as In- 
vestors Syndicate. 


On June 30 last, the composition of 
Investor’s assets was 65.1% 


common 
stocks, 18.6% preferred stocks, 16% 
debt issues and .3% cash items. The 


largest single addition to its portfolio 
during the second quarter was a 12.5 
million dollars 414% secured note of 
the T. J. Bettes Company. This invest- 
ment illustrates the advantage which a 
large management organization has over 
the medium size fund in improving its 
income return through private financing. 
Making reference in the last fiscal year- 
end report to the enlargement of an al- 
ready sizeable research staff, J. M. Fitz- 
simmons, president of the management 
company, pointed out that “proper man- 
agement of private financing places 
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greater requirements upon our staff than 
would an equal volume of public fi- 
nancing.” 


deVegh Mutual Limits 
Size of Capitalization 


Back in August 1951, this very un- 
usual statement appeared in the pros- 
pectus of a mutual fund: “Management 
believes that the advantages of flexibility 
and mobility are best preserved by not 
allowing the fund to become very large. 
Accordingly only 200,000 shares of stock 
have been authorized. There exists no 
present intention to increase the author- 
ized issue except for the reinvestment of 
capital gains dividends.” Emphasizing 
long-term growth of principal as its ob- 
jective, the fund, originally organized as 
the Pell, deVegh Fund, Inc., became the 
deVegh Fund in 1952. Its shares were 
distributed without benefit of sales load. 


True to its originally stated purpose of 
limiting its capitalization, which had 
been reiterated in subsequent prospec- 
tuses, the Fund has recently ceased to 
offer new stock for subscription, since 
the originally authorized 200,000 shares 
have all been issued. The total net assets 
as of June 30th approximated $13 mil- 
lion. The company is still technically an 
open-end fund with its shares redeem- 
able at 99% of prevailing asset value. 
During the latter part of July buyers 
over the counter were usually bidding 
approximately 4°7 premium over the re- 


demption price. Its record of principal 
performance has been outstanding, 
which undoubtedly is the primary rea- 
son for this favorable acceptance in the 
open market. 


Illustrative of the advantages of 
limited size for an investment company 
with the objective and management 
philosophy of the deVegh Mutual Fund 
is its transactions in International Busi- 
ness Machines over the last year and one 
half. Timely purchases of this success- 
ful investment had marked consequences 
on the over-all performance of a modest- 
sized fund such as deVegh; similar pro- 
portionate acquisitions would be prac- 
tically impossible for a large fund. 


International Business Machines Shares 
Held by deVegh Mutual Fund 


Date Price Shares Per cent 

1955 Per Shr. Owned Assets 
March 31 397 None None 
June 30 415 300 1.30% 
Sept. 30 397 300 1.20 
Dec. 31 403* 820 2.92 

1956 
Mar. 31 495 1,620 6.42 
June 30 489147 2,800 10.47 
July 31 515 


*214% stock dividend declared during previous 
three months. 


74-5 split-up during previous three months. 


Capital Gains Relief 
Measure Signed 


Legislation has been signed by the 
President permitting investment com- 
panies to keep capital gains with the 
same federal income tax consequences 
to their investors as if such gains had 











AFFILIATED 
FUND 


A Common Stock Investment Fund 


Investment objectives of this 

Fund are possible long-term 

capital and income growth for 
its shareholders. 


CHICAGO 





Prospectuses on request 

LORD, ABBETT & CoO. 

63 Wall Street, New York 
ATLANTA 





BUSINESS SHARES 


A Balanced Investment Fund 


Company supervises a portfolio 
balanced between bonds and 
preferred stocks selected for 
stability, and common stocks 
selected for growth possibilities. 


LOS ANGELES 
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been distributed to the latter by the 
fiscal year-end in the form of capital 
gains dividends. The relief measure was 
described in the May columns of the 
magazine at some length. Formerly, if 
the company retained such capital gains, 
its shareholders in the less than 50% tax 
brackets would be subject to a dispro- 
portionate tax burden, since the com- 
pany paid a 25% tax on such retained 
profits. Additionally, when these net 
gains — gains minus the tax paid by the 
fund — were eventually realized by the 
investor himself, through sale of his 
shares or possible subsequent distribu- 
tion by the company, an additional gains 
tax would be payable by him directly. 
The new provisions are of particular in- 
terest to holders of Tri-Continental Corp.. 
which has made a practice of retaining 
its capital realizations. The majority of 
mutuals apparently are not too concern- 
ed since from 70% to 80% of their gains 
distributions are regularly re-invested 
by their shareholders through practically 
automatic procedures. 


As previously summarized, under ihe 
new alternate procedure, the one Federal 
tax on retained capital gains of 25% 
would be paid out by the investment 
company, an adjustment would be made 
in the shareholder’s personal return so 
that liability would be strictly propor- 





THE ANSWER TO THE BIG IF 
OF TRUST DEPARTMENT 
GROWTH ; 


TRUST INVESTMENT 
COUNCIL 


You know that your Trust Department 
could grow efficiently and profitably IF 
manpower were available and not ex- 
pensive. Well, it is available—and it’s 
not expensive —through membership in 
the Studley, Shupert Trust Investment 
Council, a cooperative organization of 
progressive community banks sharing 
the continuous assistance of a large 
staff of personnel especially trained in 
every phase of investment management. 
A booklet describing this relationship 
will be sent you upon request. Write 
for a copy now. 


STUDLEY, SHUPERT 
TRUST INVESTMENT 
COUNCIL 


900 PROVIDENT TRUST BLDG. 
PHILADELPHIA 3, PA. 





tionate to his own tax bracket and a 
new and higher cost basis determined 
for his shares. The following example il- 
lustrates how the new method would 
operate. We assume investment company 
shares with a cost basis of $2,000 to the 
investor, but which represent assets of 
the company with a $1,000 appreciation 
over original cost to it. No changes in 
the price fluctuations of the shares are 
assumed other than those due to the 
distribution of the realized gains or tax 
payment by the company. The investor 
has two children and is in the lowest 
tax bracket. 


New 


Former Method Method* 


Gains Gains 
Retained Paid Out 


$2,000 $2,000 

Capital Gains 
Retained 

Tax Paid by 
2 a i 250 


1,750 


1,000 


New Price 

Capital Gains 
Paid Out _. 

Tax Due from 
Investor 

Tax Credit for 
Investor 

Net Credit for 
Investor 


TOTAL TAX 
COST ... 250 
Price After 
Distribution 
Cost 


Tax Credit 
When Sold. 25 
NET TAX 
COST TO 
INVESTOR 
WHEN SOLD 


1,750 
2,000 


NONE NONE 


*Gains paid out will be treated as under former 
method. 
+ Adjusted. 


Investment Companies Bought 

Utilities in Second Quarter 
Investment companies favored the 

power and light shares in their pur- 


chases during the second quarter of 
1956 according to the regular portfolio 
survey by this writer which is published 
in “Barron’s.” Chemicals, building, 
steels, drugs and paper stocks were also 
liked. Purchases of insurance shares 
doubled those of the previous quarter, 
Opinion was divided on the rails and 
electrical equipments, which had been 
sold on balance earlier in the year and 
buying transactions also approximated 
sales in the oils, non-ferrous metals, 
natural gas and retail issues. Food prod- 
ucts, textiles and farm equipments were 
unpopular. 


Despite the comparatively small num- 
ber of industry groups sold on balance, 
cautious overtones continued to be in 
evidence. Balanced funds maintained al- 
most the same percentage of assets in 
common stocks and more speculative 
seniors, shifting cash, governments and 
short terms into higher return invest- 
ment grade debt issues and preferreds. 
Among individual transactions two new 
commitments were made in Ford and 
three additions were made to existing 
holdings; seven purchases in General 
Motors almost matched nine sales. The 
funds finally switched to the buying side 
of Westinghouse which had been taking 
a drubbing for some time. Individual is- 
sues in high buying favor were Dow 
Chemical with nine managements, Cater- 
pillar Tractor with eight, Royal Dutch 
Petroleum also with eight, Chesapeake 
and Ohio with eleven, and United States 
Steel and Goodyear with eight. 


New Canadian 


Fund Offered 


Canadian International Growth Fund, 
Ltd., a new Canadian fund sponsored by 
the investment counsel firm of Van 
Strum and Towne, is currently being of- 
fered in the United States by Hayden 
Stone and Co. Upon completion of the 
initial offering of a maximum of $5 

(Continued on page 726) 








Scudder 


Stevens 


&c Clark 


Common Stock Fund, Inc. 


Prospectus on request: 


10 Post Office Square 
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A STERN VIEW 
of 
Petroleum Progress 


Though it dwarfs the once mighty tankers 
of ten years ago, this huge Cities Service 
super tanker may some day be 
dwarfed itself. That is the enig- 
ma of size and the essence of 
progress... the reason why we 
constantly strive to better our 
works, no matter how great they 
seem to ourselves. 

in this light, Cities Service views its 
current record: The all-time high in 
petroleum production...the one-out-of- 
three success ratio in test well drilling—far 
above the ratio for the industry... the new 
peak in stockholders’ equity...and the 
soaring sales of Cities Service petroleum 
products. 

The significance of these accomplishments 
lies not so much in what they are as in what 
they precede ... for they set the pattern of 
bigger and better things to come from 
Cities Service. 


CITIES ) SERVICE 


Progress through Service 
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million, the fund will be opened and dis- 
tributed by an affiliated member of the 
Van Strum mutual group, King Mer- 
ritt and Co. Organization of this new 
investment company domiciled in Can- 
ada with attendant tax advantages 
rounds out the Van Strum and Towne 
mutual fund complex described in the 
April issue; this already includes several 
Canadian funds available only to non- 
United States investors. 

The new Canadian company, with its 
emphasis on growth and tax benefits for 
the United States investor, is the eighth 
fund of its type to be offered in this 
country since the initial sale of shares 


of Scudder Fund of Canada in 1954. 
The latest count indicates that the seven 
preceding companies have 80,000 share- 
holders with a total investment of $260,- 
000,000 (T&E, June 1956, p. 547). Al- 
though primary emphasis will be placed 
by the new mutual on investment in 
companies which have their principal 
interests in Canada, it differs from the 
already existing similar investment com- 
panies in that its directors can, if they 
so determine, invest 50% of its assets 
in other countries of the Free World 
outside the United States. Scudder, Tem- 
pleton Growth Fund of Canada and New 
York Capital Fund of Canada are 
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limited to a 331% investment in such 
other foreign areas. Initially up to 80°; 
of Canadian International’s assets will 
have a Canadian flavor. 


To facilitate its investment on a world- 
wide basis, the new fund’s directorate 
includes Paul Rykens, of the Hague, who 
until last year was chairman of Unilever, 
N.V. of Rotterdam; Williams Robertson, 
former president of the American and 
Foreign Power Co.; and Joseph A. 
Straessle of the Swiss American Cor- 
poration. Its Canadian investment ad- 
visors are indigenous to that country and 
have managed Commonwealth Interna- 
tional, one of the original Canadian com- 
panies in the Van Strum group, since 


1932. 


New Mutual Salesmen 


Must Pass NASD Exams 





On July 31 all representatives reg- 
istered with the National Association of 
Securities Dealers with less than one 
year’s experience in the securities busi- 
ness on June 1 last were required to 
have passed an examination. An amend- 
ment to the by-laws of the Association 
making this mandatory was voluntarily 
adopted by the membership last fall. The 
examination was also necessary for rep- 
resentatives employed by members of 
the major security exchanges selling 
mutual funds with similar limited ex- 
perience. Member firms have required 
examinations for several years. 


The NASD examinations are 
posed of 100 questions chosen from a 
basic list of 344. These cover funda- 
mentals of the securities business in gen- 
eral including the nature of different 
types of securities, their pricing terms, 
quotations and handling; the National 
Uniform Practice Code of the Associa- 
tion; laws governing the securities busi- 
ness; Regulation T of the Fed Board; 
and the statement of Policy in respect 
to investment company literature. One 
hundred of these questions are con- 
cerned with the by-laws and rules of the 
NASD including the 5% Mark-Up 
Policy. In addition to a thorough cover- 
age of the Statement of Policy, there 
are specific questions on mutuals rela- 
tive to pricing, dollar cost averaging. 
types of funds, the Investment Company 
Act of 1940, the Internal Revenue Code 
and dividend practice. 


com- 


Many member firms and dealers have 
had training programs for their mutual 
salesmen for years. Some are now in 
augurating additional special prepara 
tory courses to aid their newer men i? 
passing the NASD examination. 
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IRECT COMMUNICATION BETWEEN 
D corporate management and _ the 
institutional stockholders — or prospec- 
tive shareowners—has improved mark- 
edly in recent years, to the advantage 
of both. Not only are trustees and 
other professional investors calling at 
head offices of leading corporations, for 
discussions with top financial and ad- 
ministrative executives; the latter are 
appearing before select groups of such 
investors in their home cities. 


For example, there are now 19 cities* 
which provide regular forums from 
which management may speak about its 
own company’s performance and pros- 
pects to groups of security analysts and 
investment advisers. The 19 component 
societies of the National Federation of 
Financial Analysts Societies have an 
aggregate membership of over 4,000. 
Most of the members are currently en- 
gaged in some phase of investment se- 
lection: company and industry research, 
investment management, trust invest- 
ment or advisory services. 


What kind of companies utilize these 
channels of communication to import- 
ant segments of the financial commun- 
ity? Not all companies that seek to do 
so can schedule their spokesmen on the 
programs of the larger local groups. 
There are qualifications of size, number 
of stockholders, and general investment 
or speculative appeal. On the other 
hand. many important companies whose 
top managment would be welcomed to 
desirable program spots by any of the 
local groups do not take advantage of 
the opportunity. In some cases, com- 
pany policy does not favor personal ap- 
pearances; in others, management is 
complacent and does not have a plan of 
financial public relations, or it may be 
inconvenient to prepare suitable mate- 
rial for personal presentation. 


*Boston, Chicago, Cleveland, Dallas, Denver, De- 


troit, Kansas City, Los Angeles, Montreal, New 
York, Omaha-Lincoln, Philadelphia, Providence, 
Richmond, St. Louis, San Francisco, Toronto, 
Minneapolis-St. Paul, Washington. 
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MANAGEMENT SPEAKS... 


Abstracts and quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


O. ROGERS FLYNN, Jr. 
Contributing Editor 


The annual reports of the Security 
Analysts of San Francisco for the cal- 
endar year 1955, and of the Investment 
Analysts of Chicago for the year ended 
June 1956, both list the companies 
whose spokesmen appeared on_ their 
programs. 


Chicago, with a membership of 331, 
scheduled only 20 company spokesmen. 
while San Francisco (membership of 
234) arranged with 38 officials to speak 
about their companies. The preferences 
by industry of the two societies varied 
somewhat: 


San 


Spokesmen for: Chicago Francisco 


Manufacturing 

and Mining - 1 
Merchandising 
Transportation 
Public Utilities 
Financial 
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The opportunity for corporation ex- 
ecutives to appear before more than a 
few of the thousands of institutional in- 
vestors and advisors located in hun- 
dreds of cities, is physically very re- 
stricted. And the question arises as to 
whether it is fair to the rest of such 
groups for a few of their number to 
hear “privileged” direct reports and dis- 
cussions of corporate or industry pro- 
gress, or problems. For this reason too, 
it is interesting to see what correlation 
there is between trust portfolio holdings 
and speakers at such security analysts’ 
meetings. 

The investment recognition that has 
been given common stocks of individual 
companies by professional investors, can 
be measured to a degree by the extent 
to which a stock is held in the portfolios 
of the 205 C.T.F.s (common trust funds) 
that report their portfolios to Trusts 
AND ESTATES. * 


Only 3 of the common stocks of the 
38 companies whose managements spoke 


*“Common Trust Funds Hold 652 Common 
Stocks.’”’ TRUSTS AND ESTATES, May 1956, pp. 449- 
53. 


to the San Francisco Analysts were held 
by 100 or more C.T.F. and only 1 of 
the 20 companies whose spokesmen were 
on the Chicago Analysts program had 
its stock in the portfolios of 100 or 
more C.T.F., 


The common stocks of 12 of the com- 
panies on the San Francisco program 
and four of the companies on the Chi- 
cago program were held by none of 
205 reporting C.T.F. Held by less than 
10 C.T.F. were 23 of the 38 companies 
that had management spokesmen in San 
Francisco and 10 of the 20 companies 
whose officials appeared in Chicago. 


There were 3 of the 20 companies on 
the Chicago program that also were 
represented on the San Francisco pro- 
gram: Fruehauf Trailer; Borg-Warner; 
Middle South Utilities. The common 
stocks of these three companies were 


held by 1, 28, and 37 C.T.F. respectively. 
Table 1 lists the companies with 





TABLE 1 


Management Spokesmen at 
Investment Analysts Society of Chicago 


Year ended June 1956 


Common 

Total Trust F’ds 

Assets* Hold’g Co. 

Spokesman for ($000,000) Com. St’kt 
Cleveland Cliffs Iron Co. 141 0 
Kennecott Copper Corp. 793 95 
Republic Steel Corp.t 764 5 
Pittsburgh Plate Glass 532 54 
Fruehauf Trailer Co. 189 1 
Westinghouse Electric 1,288 107 
ee | ee 104 0 


Zenith Radio Corp. 68 1 


Peabody Coal Co. : 101 0 
Borg Warner Corp. _. 344 28 
Gillette Co; 126 3 
Diamond Match Co. ____... 95 5 
California Packing Corp. 181 0 
Dees: Ce. (|. Ba 138 
Allied Stores Corp. 267 11 
General Electric Co. _.. 1,728 145 
Middle South Utilities __ 590 37 
vi) Al + SSE 2,158 48 
Standard Oil Co. (Ind.)t 2,332 80 
United Airlines _=—.. 200 1 


*Fiscal year end nearest Dec. 31, 1955. 
+TRUSTS AND ESTATES, May 1956, pp. 449-53. 
tField trip. 
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spokesmen at Chicago and Table 2 lists 
the companies with spokesmen at San 
Francisco. Shown for each company are 
total assets and the number of C.T.F. 
holding its common stock. 


Summaries of recent addresses follow. 


AMERICAN GAS AND ELECTRIC 
COMPANY 


PHILIP SPoRN, president 


Held by 80 different Common Trust 
Funds, the common stock of the AGE 
System was the most popular power & 
light utility holding of the 205 Common 
Trust Funds reporting their portfolios 
to TRUSTS AND EsTaTEs. 


Assets doubled from 1939 to 1955 
while earnings more than trebled from 
$11.2 million to $38.2 million; Pro- 
jected for 1975 are $4 billion of assets 
and total electric operating revenues of 


$1.08 billion. 


Company has been technically dy- 
namic. Since 1949 it has operated the 
world’s most efficient steam plant. In 
1955 six of thé ten most efficient plants 
were part of AGE system. 


Two 450,000 kw units are projected 
and will not only be the largest units in 
existence, but will set new standards of 
overall performance. 

The company is in atomic power for 
three important reasons: visible fuel 
supply in relation to future power needs; 
the possibility of a breakthrough on 
costs of atomic power; the time factor in 
training a knowledgeable organization. 


On the latter point Mr. Sporn com- 
mented: “Even though we have a 20 
year period before we perhaps have to 
worry too much about building atomic 
plants, that is not too long a time in 
which to develop the kind of competence 
and know-how in the complicated tech- 
nology of atomic power as we have to- 
day in conventional energy source power 
generation. By starting when we did, we 
can during this period have the bene- 
fits of a trained organization in making 
really knowing evaluations on a con 
tinuing scale of the relative relationships 
between atomic and other energy costs.” 

Before New York Society of Security 
Analysts, July 18. 


BEATRICE FOODS CO. 
WittiAM G. Karnes, president 


Earnings for 1956 should exceed 1955. 
Expected are increased sales of fluid 
milk and milk by-products and of many 
non-dairy items, notably, La Choy Chi- 
nese Foods, Clark Candy. Fruit Ades and 


new items of frozen foods. Acquisitions 





TABLE 2 


Management Spokesmen at 
The Security Analysts of San Francisco 


Calendar Year 1955 


Common 


Total Trust F’ds 

Assets* Hold’g Co. 

Spokesman for ($000,000) Com. St’kt 
Union Bag and Paper... 99 17 
Pacific Gas and Elec. 1,864 49 
Inter’t’] Harvester Co. 1,018 12 
ies ah Sh ec 33 3 
Southwestern Pub. Serv. 202 4 
Allis Chalmers Mfg. Co. 446 39 
Borg Warner Corp. —_ 344 28 
Pacific Inter-M. Exp. _ 29 0 
Consolidated Foods Corp. 78 0 
Bridgeport Brass Co. _. 68 0 
Eagle Picher Co. _..... 61 il 
Pacific Lighting Corp. 498 13 
Standard Oil of Calif... 1,856 80 


Western Air Lines, Inc. 23 0 
Chrysler Corp. .....______. 
Fruehauf Trailer Co. __ 
Thomas A. Edison, Inc... 31 0 


Houston Lt. and Pr. Co. 288 33 
Consolidated Edi. Co. _. 1,606 38 
Middle S. Utilities, Inc... 590 37 
Florida Power Corp. 202 5 
Kaiser Aluminum aon 235 2 
Koppers Company, Ince.. 174 0 
Owens Corning Fibergl... 110 1 
Marquardt Aircraft Co. wa 0 
Ekco Products Co. 53 0 
Bank of America... ——- 9,669 7 
Clark Equipment Co. _. 91 0: 
seott Paper Co. 227 28 
Northern Illinois Gas Co. 151 gr 
People’s Gas Lt. & C. __. 483 22 
National Dairy Products 469 106 
Diamond Match Co. _.... 95 5 
Cons. Electrodynamics - 16 0 
Kern County Land Co.. 63 0 
Pabco Products, Inc. 121 0 
American Trust Co. _... 1,410 2 
Lehman Corp, 106 ls 


*Fiscal year end nearest Dec. 31, 1955. 
**1954. 
*TRUSTS AND ESTATES, May 1956, pp. 449-53. 





of local dairy companies made subse- 
quent to March 1 will add to the in- 
crease. 


Company finances its expansion from 
retained earnings, supplemented by 
leased trucks and ice cream cabinets, 
plus the issuance of some stock for ac- 
quisitions of going companies. No long 
term debt has been created. 


The company plans to add more plants 
in order to absorb ever increasing costs 
of doing business and to maintain and 
increase earnings. As older markets do 
not have potentials for profitable ex- 
pansion, new markets will be entered in 
areas with greater population and con- 
sumption potentials. 


Before Boston Security Analysts 
Society, July 9; New York Society of 
Security Analysts, July 10; Financial 
Analysts of Philadelphia, July 12. 





THE EL PASO NATURAL GAS 
COMPANY 


PauL Kayser, president 


El Paso supplies about two-thirds of 
the gas distributed to over 3 million 
customers by Pacific G & E, Southern 
California Gas Company, and Southern 
Counties Gas Company. As the supply 
of gas in California is declining, the 
company is engaged in a program of 
expanding deliveries in California an 
additional 650 million cubic feet over 
its present peak day deliveries of 1,405 
million cubic feet. 


From December 31, 1945 gross assets 
have increased from $37 million to about 
$812 million and net income has risen 
from $2.2 million to $22.5 million. Peak 
day sales in 1955 were 2,237 million 
cubic feet compared with 152 million 
in 1945. 

Gas reserves, as a result of a vigor- 
ous exploration policy have increased 
from 800 billion cubic feet in 1950 to 
5.7 trillion cubic feet in 1956. Area in 
which company operates has a high po- 
tential for future gas production. 


Earnings for 12 months ended April 
30 were reported at $3.72 a share after 
providing for $1.9 million of refunds 
ordered by Federal Power Commission. 


Under the Phillips decision Company 
expects to be allowed a rate increase on 
its own production to match increases 
granted to contract producers. With such 
rate adjustments to enable the Company 
to make its 6% allowable rate of return 
increases in net should correspond to 
increases in deliveries; are expected to 
reach 2,838 million cubic feet per day 
by 1959 with the completion of the pres- 
ent expansion program. 

Before New York Society of Security 
Analysts, July 11. 


MISSOURI PUBLIC SERVICE 


RicHArRD C, GREEN, 
executive vice president 


Company’s $8 million expansion pro- 
gram is financed by $614 million bank 
loans and $114 million of funds to be 
generated internally. Prior to April 1957 
both debt and equity securities will re: 
finance bank borrowings. 


Company serves 23 counties of West: 
ern Missouri including suburban Kan- 
sas City. Residential and commercial 
revenues represent about 80% of total 
electrical revenues compared with in 
dustry average of 51%. 


Per share earnings of $1.07 are fore: 
cast for 1956 compared with 91 cenls 


(Continued on page 739) 
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Behind the Ships that Set the Pace... 
a Master’s Touch in Oil 


World’s mightiest ship, the Navy’s newest ocean- 
going airfield—U. S. S. Saratoga... 


Maiden voyage of the world’s first atomic-powered 
submarine... 


All the Atlantic Blue Ribbon Winners, from the 
Mauretania to the S. S. United States... 


World’s fastest boat, 216 miles an hour—Donald 
Campbell’s Bluebird ... 


Two-fifths of all the world’s freighters . . . 


The race horses and the work horses of the seas 


have one thing in common—SOCONY MOBIL’S 
master touch in lubrication, 


Good reason! When the chips are down—when 
records are at stake—when schedules must be met— 
the men who know marine machinery look to 
SOCONY MOBIL for its protection. 


* * * 


Wherever there’s progress in motion—in your car, 
your ship, your plane, your factory, your farm or 
your home—you, too, can look to the leader for 
lubrication. 


SOCONY MOBIL OIL COMPANY, ‘INC. 


LEADER IN LUBRICATION FOR S90 YEARS 
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General Mills’ 28th year 





brings new record growth 


The fiscal year 1955-56 was marked by new 
all-time achievements for General Mills Inc. Both 


sales and earnings broke all previous records. 


Highlights from the annual report appear 
below. If you are interested in the full story of 
new record growth, we shail gladly send you 
the complete, illustrated report. Just write 

to the Department of Public Relations. 


1956 


1955 





Total Sales 

Earnings 

Dividends Paid 
Common Dividend Paid 


per share 


Net Earnings—per dollar 
of sales 


—per share of 
common stock 


Taxes per share of 
common stock 


Land, buildings and 
equipment 


Working capital 


Stockholders’ equity 





$516,052,804 
14,056,658 


7,902,954 
3.00 
2.7¢ 
5.68 
9.00 

70,336,360 
73,998,059 


131,456,892 





$513,651,149 
12,383,500 


6,736,419 


2.50 
2.4¢ 
5.02 
8.16 
65,289,183 
67,930,732 


123,156,558 


General Mills, Inc. 


Minneapolis 1, Minnesota 
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GENERAL MILLS believes that today’s 
research is the key to tomorrow’s success. 
As evidence of this conviction, the following 
different new products were introduced by 
eight different divisions of The Company 
during the past year: 


GROCERY PRODUCTS 
Betty Crocker Date Bar Mix 
¢ Betty Crocker Confetti Angel 
Food Cake Mix « Betty Crocker 
Chocolate Malt Cake Mix « Betty 
Crocker Peanut Delight Cake 
Mix « Betty Crocker Angel Fluff 
Frosting Mix. 


GENERAL MILLS 
(CANADA) Ltd. PRODUCTS 
Betty Crocker Vanilla Cookie 
Mix « Betty Crocker Oat ‘n’ 
Honey Cookie Mixes Betty 
Crocker Peanut Butter Cookie 
Mix 


INSTITUTIONAL 
PRODUCTS 

Chocolate Chip Cookie Mix 
¢ Basic (Sugar) Cookie Mix 
¢ Oat-N-Honey Cookie Mix « 
Corn Bread Mix 





SQYBEAN PRODUCTS 

General Mills 50% Protein De- 
hulled Soybean Oil Meale 
General Mills Soybean Millfeed 


FEED PRODUCTS 

Larro SureMilk 50 e¢ Larro 
SureBeef 50 ¢ Larro SureMilk 
Keto-Kurb « Larro SurePoult 
Pre-Starter « Larro SureStart 


MECHANICAL PRODUCTS 
Autofab Short Run Assembly 
Machine « Autofab Soldering 
Machine « General Mills Radar 
Tester 


SPONGE PRODUCTS 

O-Cel-O Plastifoam Bather « 
O-Cel-O Plastifoam Car Washer 
¢ O-Cel-O Plastifoam. Soap Dish 


CHEMICAL PRODUCTS 


Versamid 125 « Series of Fatty 
Acid Derivatives 
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OME REAPPRAISAL OF AT LEAST THE 
S short range investment situation 
with respect to atomic energy seems to 
be called for in the wake of the Con- 
gressional disposition of legislation pro- 
posed to advance the U. S. nuclear 
power program. 


A bill having the declared purpose 
of accelerating the development of civil- 
ian nuclear power in the United States 
was passed by the Senate but rejected 
by the House a few days before ad- 
journment. The bill was opposed by 
AEC but some observers of the atomic 
scene are having second thoughts as to 
the wisdom of the House action, partic- 
ularly after the bill had been amended 
to remove the mandatory element and 
to encourage extensive industrial parti- 
cipation. It envisioned a $400 million 
speed-up of the U. S. nuclear power 
program. 


Two other bills of primary importance 
to the builders and operators of nuclear 
reactors were the Anderson-Price bill 
for government back-up of third-party 
liability in case of accidents caused by 
nuclear reactors, and the Potter-Pastore 
bill to relieve participants in non-profit 
nuclear power development groups from 
the requirements of the Public Utilities 
Holding Company Act. Both were lost, 
probably because of resentment over 
the rejection of the first bill. 


Prominent among the arguments for 
the passage of the “acceleration” bill 
was that Britain and Russia were mov- 
ing ahead of the United States, with 
evidence cited to the effect that Britain 
this fall will start putting power from a 
nuclear-fueled station on its national 
grid. that the Japanese are negotiating 
with the British for Japan’s first power 
reactor, and that the Russians are going 


to build a power reactor in East Ger- 
many. 


Newsmen generally credited the com- 
bination of the Administration and the 
coal interests, including the UMW, with 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


CIVILIAN POWER REAPPRAISAL 


EDWARD R. TRAPNELL 


Associated with Bozell & Jacobs, Inc. 


killing the acceleration bill, with per- 
haps an assist from the utilities and 
manufacturers. The latter probably suf- 
fered the most from the defeat, since the 
program envisioned by the Joint Com- 
mittee’s bill would have meant a sub- 
stantial amount of business for equip- 
ment suppliers. 


The debate and discussion of the bill 
may have served some useful purpose. 
The Atomic Guideletter, one of the 
Washington specialized news services. 
said the debate made clear that Ameri- 
can industrial corporations should not 
be expected to “compete with the Brit- 
ish and Russian Governments in accele- 
rating the economic production of atom- 
ic power. This is a field the American 
government, as represented by AEC, 
must develop: and the private power 
industry could not be expected to carry 
the load to pay for the research neces- 
sary.” 


Eugene M. Zuckert, a former member 
of the Atomic Energy Commission (now 
a private consultant in Washington) 
hastily rewrote the last chapter of a 
book, “Atomic Energy for Your Busi- 
ness,” due for publication in early fall, 
including this paragraph: 

“It was obvious that the Committee 
members felt American industry on its 
own—or with research and development 
help and waivers of certain charges by 
the government—could not really com- 
pete with the totally nationalized atomic 
power programs of Russia and England. 
where the maximum amount of kilowatts 
at the earliest possible date are national 
goals.” 


Mr. Zuckert, who is one of the most 
insistent proponents of the use of re- 
actors for purposes other than power— 
as a source of process heat and as a 
source of radiation for food steriliza- 
tion and chemical processing—said the 
expanded program would have been an 
opportunity for industry and “could be 
considered as taking some of the heat 


off private investment sources. It meant 
industry could take part in more pro- 
jects with lower dollar commitments.” 

Regardless of the non-power possibili- 
ties of nuclear development, up to now 
the power field is the area of large capi- 
tal requirement and the indicated largest 
market for equipment. Without expan- 
sion of the civilian power development 
program, the Navy holds its position as 
the biggest customer for reactors. Nu- 
clear propulsion for ships is a business 
which will grow as long as the big stick 
must be kept handy to enable Uncle Sam 
to speak with a soft but firm world 
voice. 


U. S. Now World Uranium 
Producer 


From 70,000 tons in 1948 to 3 million 
tons annually today is the growth record 
of United States uranium production, 
revealed for the first time last month by 
Jesse C. Johnson, Director of Raw Mate- 
rials for the Atomic Energy Commission, 
making this country the free world’s 
leading uranium producer. 


He said nine mills are now in opera- 
tion, with three more scheduled to start 
production this fall, and “the total num- 
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Photo from Abbott Laboratories 
Oak Ridge nuclear reactor. Substances to be 
irradiated for isotope production are en- 
capsulated, placed in holes like those shown, 
and after becoming radioactive in weeks or 
months, are removed for processing. 
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ber may be doubled by 1958,” ranging 
in size from 200 to 2,000 tons daily 
capacity. 

Of primary interest to mining people, 
before whom he was speaking at the 
Atomic Industrial Forum session in 
Denver, were Mr. Johnson’s estimates of 
known ore reserves. which he said have 
gone up from | million tons in 1948 io 
30 million tons today. Potential reserves 
in producing areas, he said, were as 
much again, “with large areas of this 
country geologically favorable that are 
yet to be explored.” 

Regarding the influence of the recent- 
ly announced government ore - buying 
program for the 1962-65-period (Trusts 
AND Estates June °56), Mr. Johnson 
said the new price of $8 per pound of 
uranium oxide for concentrates should 
leave “about unchanged” the price for 
average grade ore, with the price for 
lower grade ores probably lower. Profit 
opportunities for integrated operations 
— mining and milling — should be as 
good under the $8 concentrate price 
and that competition among the mills 
for ore may be a boon to the ore pro- 
ducer. 

As to the future, Johnson said the 
government's policies were designed to 
encourage the growth of a commercial 
market for uranium alongside a govern- 
ment guaranteed market, and that by 
1966, “or before, we should have reach- 
ed a stage in the development of atomic 
power when the uranium industry will 
be able to make a reasonable appraisal 
of the commercial uranium market.” 

Mining interests were not entirely 
quieted by the “new look” in AEC 
uranium procurement activities, with 
comment of spokesmen indicating that 
the $8 concentrate price would mean 
lower income for all mills but still may 
be high enough to stimulate exploration 
and improvement to plant under the 
pressure of competition. Worldwide pro- 
duction, however, appears headed _to- 
ward a figure far in excess of “close-up 
nuclear power requirements.” 


U. S. Selling Research 
Reactors Abroad 


American industry may be using dis- 
cretion in offering big power reactors 
to foreign buyers, but in the field of re- 
search reactors things are different. The 
Netherlands has bought a research re- 
actor from ACF Industries, Inc.; Den- 
mark has_ bought from Foster 
Wheeler Corp., and West Germany is 
buying three research reactors, 
from American Machine & Foundry, 


one 


one 
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Design of new medical center to be completed in 1957 at Brookhaven National Laboratory, 

Upton, N. Y., at a cost of approximately $6,000,000 and operated under contract by Asso- 

ciated Universities, Inc. for the A.E.C. One building will house the country’s first nuclear 

reactor designed exclusively for medical research and treatment. Other buildings provide 
for patients, nursing station and clinic. 


one from Babcock & Wilcox. and one 
North 


has bought a research reactor from 


from American Aviation. Brazil 
Babcock Wilcox, Spain one from Gen- 
eral Electric, and Japan one from North 
Aviation. All are under the 
bi-lateral 
with these countries under provisions of 
the Atomic Energy Act of 1954. 

In the field of power reactors, very 


American 


research agreements signed 


polite expressions of interest on the part 
of Japan led to heady references during 
that the British 
would supply Japan’s first power reac- 


debate in Congress 


Nuclear Developments 


AST MONTH'S COMPILATION OF PRO- 
L gress reports on nuclear energy ap- 
plications and developments by corpo- 
rations occasioned such interest that we 
are continuing to publish brief excerpts 
from company reports as received. The 
following excerpts are from official state- 
ments or company reports during the 
past month. 

ACF INDUSTRIES 

Last year saw (the Company’s) 
entry into the commercial nuclear re- 
actor field. Research reactors are now 
being produced for the Mass. Institute of 
Technology, the Italian Committee for 
Nuclear Research and the Reactor Cen- 
ter of the Netherlands Increasing 
operations by Nuclear Energy Products 
were reflected further by the addition of 
a second plant in Buffalo . . . numerous 
invitations are being received to bid on 
research and power reactors. 


ATLANTIC REFINING CO. 


In the spring of 1955 the first 
industrial linear atomic accelerator on 
the East Coast was placed in operation 
at our Philadelphia research laboratory. 





tor. The facts are that Japanese atomic 
energy officials will attend the ceremon- 
ies at Calder Hall in England on Octo. 
ber 20 when Queen Elizabeth throws the 
switch to turn the first 75,000 kilowatts 
of nuclear power into the British power 
grid. They will doubiless talk with the 
about reactors and are 


British power 


expected to stop in the U. S. to do the 
same thing on the way home. The Brit- 
ish will have the advantage of a work- 
ing power reactor “on the line” but so 
far have not committed themselves as to 
supplying one to Japan. 


in Industry 


This electron gun, capable of operating 
at more than one million electron volts, 
shoots atomic particles into petroleum 
hydrocarbons at speeds up to 600 mil- 
lion miles per hour. It is possible that 
this harnessing of atomic energy may 
lead to a new era of petroleum refining. 


BATH IRON WORKS CORP. 


In view of the success of the sub- 
marine Nautilus, it is expected that the 
development of nuclear powered surface 
vessels will proceed at an accelerated 
rate. Recent statements by officials of 
the Navy Department before the House 
Armed Services Committee indicate that 
the immediate objective is to develop 4 
nuclear powered cruiser of about 11,000 
tons, to proceed with studies leading to- 
ward a nuclear powered aircraft carrier 
and to extend this program to other sul- 
face craft as rapidly as possible. 


The application of nuclear power 
high speed naval ships of the destroyer 
type involves many formidable probiems, 
largely because of high weight and cost. 
However, we believe that these problems 
will be gradually overcome as this rapid- 
ly evolving new source of power is devel- 


TRusTs AND EsvaTES 












to 
ac 


Wi 
of 
ex 
tu 
gl; 
tif 
en 
er 
Cc 
Ws 
we 


gu 
We 


sic 
No 
cis 


ap 
fa 


th: 


GI 


Ste 
Co 
lay 


tic 


ce 
pr 
tr: 
ea 


ac 
fo 











ory, 
$$0* 
lear 
vide 


mic 
1on- 
icto- 
the 
jatts 
ywer 
the 
are 
the 
Srit- 
( yrk- 
it so 
is to 


iting 
volts, 
leum 
mil- 
that 
may 
ning. 


sub- 
t the 
rface 
rated 
ls of 
{ouse 
. that 
lop a 
1,000 
ig’ to- 
arrier 
r sul- 


rer to 
sroyer 
piems, 
l cost. 
hlems 
rapid- 
devel- 


‘TATES 








pas i: 


oped and that someday it will be prac- 
tical to construct these lighter vessels. 
It is difficult to predict when that day 
will arrive. Meanwhile, the company is 
preparing itself to be ready with a 
trained organization and facilities to 
move rapidly when the time comes. 


BORG WARNER CORP. 


. . New pumps for nuclear reactor 
operations product diversification 
plans include the growth fields of chem- 
icals, electronics and nucleonics . 


COOK ELECTRIC CoO. 


Research Laboratories Division de- 
voted to basic and applied research in 
nuclear physics, servomechanisms, upper 
air studies, weather reconnaissance, 
radar, sonar, rockets, and guided mis- 
siles. 


CORNING GLASS WORKS 


. Joined with nine other corporations 
to plan construction of an atomic re- 
actor... (Industrial Reactor Laborator- 
ies). Among other purposes, Corning 
will use the reactor to observe the effect 
of atomic radiation on various glasses, to 
explore further the fundamental struc- 
ture of glass and to find new uses for 
glass in connection with industrial, scien- 
tific and military applications of atomic 
energy . .. will supplement atomic en- 
ergy research previously undertaken in 
Corning’s laboratories. Corning recently 
was awarded contracts for development 
work in this field. 


FARRELL-BIRMINGHAM CO. 


Our activities in the atomic energy and 
guided missile fields have progressed 
well. 


FORD MOTOR CO. 


Aeronutronic Systems, Inc., a new sub- 
sidiary, is composed of leading nuclear 
scientists, electronic scientists and physi- 
cists. 

We have done tremendous work in the 
application of radio isotopes to manu- 
facturing; also considerable work in our 
research and scientific laboratories in 
that respect. 


» GENERAL MILLS 


Keeping pace with the atomic age, in- 


§ stalled nearly 4,000 curies of radioactive 
| Cobalt 60 at its laboratories. One of the 
| largest Cobalt 60 sources in the nation, 


it will be ysed in studies of the irradica- 
tion of chemicals and foods. 


HiGH VOLTAGE ENGINEERING 


Our best sales year, with orders re- 
ce'ved more than twice those of any 
previous year. Orders from U. S. indus- 
try alone were over $1.3 million, nearly 
eq ial to accelerator orders for all fields 
in 1954, and industrial concerns overseas 
acded some $450,000. Our export market 
for physics accelerators suddenly came 
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to life and contributed an unprecedented 
$2 million in orders from France, the 
United Kingdom, Israel, Italy, and Can- 
ada. In contrast, our orders from the 
U. S. government, traditionally a major 
customer, were very small — a condition 
we predict is a temporary one. Work 
on a portable accelerator which can be 
lowered down an oil well bore-hole for 
radioactivity logging undertaken for 
Well Surveys, Inc., shows promise of be- 
coming an important advance in the 
search for oil. 

The order received from the Donner 
Foundation for 12 two-million-volt x-ray 
machines for therapy is the largest single 
order for this type of equipment that has 
been placed anywhere. 


LEEDS & NORTHRUP CO. 


Placed on the market a Nuclear Re- 
actor Simulator for training operators 
in the theory and technique of reactor 
operation. This unit is a valuable addi- 
tion to the coordinated line of controls 
for Nuclear Reactors reactor in- 
stallations include those for research and 
testing service and for power generation. 


LUKENS STEEL CO. 


Actively engaged in furnishing 
products to the peacetime atomic energy 
industry. The fissioned atom in Duquesne 
Light atomic power plant will be behind 
Lukens heavy gauge stainless clad plates 
fabricated into a vessel housing the re- 


actor core. Lukens currently is building 
additional reactor vessels and will furn- 
ish plates for the nation’s fifth atomic 
powered submarine after being a supplier 
for the first four. 


MALLINCKRODT CHEMICAL WORKS 


To enlarge uranium processing facili- 
ties Architect-engineers and econ- 
struction firms under contracts with the 
Commission (A.E.C.) are erecting new 
processing facilities on a 200-acre site at 
Weldon Spring Ordnance Plant. Certain 
additions to the uranium refining facili- 
ties at the main plant have already been 
completed. Operation by the Company of 
existing facilities and facilities being 
constructed at Weldon Spring. Under 
the new arrangement, it is expected that 
when all the facilities are in operation, 
the annual cost to the Commission will 
be approximately $22,000,000 and the 
Company’s fixed fee for the full scale 
operation will be $780,000 per annum, 


NATICNAL DISTILLERS PRODUCTS 


... Will produce zirconium sponge by 
its newly-developed sodium-based pro- 
cess which will cut zirconium’s market 
price by about 50 per cent. Construction 
will begin «within the next few months 
of a multi-million dollar plant at Ash- 
tabula, Ohio. The AEC has awarded the 
company a contract for 5 million pounds 
of zirconium sponge over the next five 
years. Zirconium is extraordinarily re- 
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“lost without it” 


That’s how at least one banker feels about the Merrill 
Lynch Security and Industry Survey—our quarterly review 
that covers every major industry in the country, classifies 
450 securities according to their investment quality, gives 
gs, and dividends at a glance. 
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Merrill Lynch, Pierce, Fenner & Beane 
70 Pine Street, New York 5, N. Y. 
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sistant to heat and corrosion. Its low 
nuclear cross-section permits more effi- 
cient use of atomic fuels. 


NORDEN-KETAY CORP. 


Nuclear Science and Engineering Cor- 
poration, owned jointly with the Ameri- 
can Metal Company, Ltd., became 
the first private firm to supply cyclo- 
tron-produced radioisotopes to indus- 
trial and medical users. Its low-level 
anti-coincidence counter, for measuring 
extremely small quantities of radioactiv- 
ity, was displayed at the 1955 Geneva 
conference. 


NORTH AMERICAN AVIATION 


The experimental Organic Moderated 
Reactor, part of the Commission’s pro- 
gram for developing low-cost nuclear 
power, will be designed and built by 
Atomics International . .. First nuclear 
reactor for the Far East will be built 
under a contract with the Atomic En- 
ergy Research Institute of Japan. To be 
located near Tokyo ... for studies in 
materials research, production of radio- 
isotopes, student training and general re- 
search, 


OLIN MATHIESON CHEMICAL CORP. 


Formation of a Nuclear Fuel Division 
to produce nuclear fuel elements and 
nuclear reactor cores announced, with 
statement: “power supplied by nuclear 
fuel will play a vital part in the future 
growth of the nation’s economy. The 





great advantage for nuclear over con- 
ventional fuel is that it can be shipped 
cheaply because small quantities provide 
great amounts of power, and could per- 
mit industry to locate closer to its mar- 
kets instead of being forced to locate 
near natural power resources. Pilot 
operations are scheduled to begin some- 
time in August; a larger facility will 
be operative within 18 months to permit 
full scale production of nuclear elements. 


PULLMAN, INC. 


... Formation of the Nuclear Products 
Division to handle the manufacture and 
sale of the KEL-RAY projector for 
radiographing metal and other materials 
with gamma rays. First developed by the 
company for its own use in inspecting 
welds in field construction, this projec- 
tor is less expensive and much smaller 
and more easily handled than x-ray 
equipment formerly used for this pur- 
pose. Its commercial possibiitiles are 
promising. 


THE SOUTHERN CO. 


. .. Proposes to participate in building 
and operation of a nuclear power plant 
in Michigan (Power Reactor Develop- 
ment Co.). 


.. . Because of high development and 
construction costs, the proposed plant 
is not expected to be economically com- 
petitive with the better conventional 
steam plants; but the program will pro- 
vide valuable knowledge and experience 
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BROWN BROTHERS HARRIMAN & Co. has served for many 
years as investment adviser to a substantial group of clients 
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Section of cut-away model of Materials Test. 

ing Reactor, constructed by Fluor Corp, 

at Atomic Energy Commission’s national 
reactor testing station. 


in construction and operation and, in 
time, atomic energy plants will certainly 
be competitive. 


SPENCER CHEMICAL CO. 


... The Company recognizes there is 
a vast potential in the nuclear field for 
a diversified chemical company. The Com. 
pany established a section to work on 
nuclear projects. 


U. S. HOFFMAN MACHINERY CORP. 


Nuclear Equipment Division furnished 
equipment for handling radioactive ma- 
terials to many atomic energy plants.. 
it is our purpose to broaden activities in 
the nuclear field. 


VIRGINIA ELECTRIC & POWER CO. 


... Several engineers are being granted 
leave of absence to engage in special 
studies in nuclear engineering. Your com. 
pany and three other Southern utilities 
have established a committee for the in- 
terchange of information in respect of 
the future use of atomic fuel in power 
stations. 


WHIRLPOOL-SEEGER CORP. 


... Our new “Nucleonics” Laboratory 
is exploring the use of radio active ma- 
terials not only in our manufacturing 
and inspection procedures but also in new 
product design. 


A A A 


Bank of New York 
Plans Aid to Colleges 

The Bank of New York has adopted a 
program for giving regular and continv- 
ing financial aid to higher education 0 
the basis of matching contributions by 
members of its staff. The bank will com- 
plement an employee’s gift even if the 
employee did not attend the donee it- 
stitution at all. If he attended for less 
than one year, the bank’s complementing 
gift is 30%. If the contributor was a stl- 
dent for a year or more, the bank 
matches the employee’s contribution. 


TRUSTS AND EsTATES 


Ae 





195 
ing 
val 
ing 
all 


sev 
ma 
ap] 
tin 

tur 
are 

inv 


Sol 
in 

vel 
tic: 
br 
wh 
erg 
wil 
ent 
he: 
lik 


co} 


cal 
ad) 
otk 
Cia 
on. 
cal 
ani 
dis 


en 
or< 


ani 


he 
ary 


At 











Test- F 


orp., 
ional 


|, in 
uinly 


re is 


| for 


Som. 
K on 


IRP. 


ished 
ma- 


es in 


CO. 


unted 
ecial 








com- 
lities 
e in- 
ct of 
ower 


atory 
» ma- 
uring 
1 new 


ted a 
itinu- 
yn on 
is by 
com- 
f the 
.e in 
y less 
nting 
2 stu- 
bank 


mn. 





shat 








DYNAMICS OF INDUSTRY 
. 


DRUGS 





RESEARCH — KEY TO PROFITS 


HERBERT E. HART 
F. S. Moseley & Co. 


FTER A PERIOD OF GENERAL UNPOPU- 

larity which reached its climax in 
1953, drug stocks are once more com- 
ing into increasing favor with both pri- 
vate and institutional investors. Earn- 
ings are again on the uptrend and virtu- 
ally all equities in the group have recov- 
ered substantially from their lows of 
years 
making new alltime highs. The present 


several ago. Some, indeed, are 
appears to be a particularly appropriate 
time for a careful look at the basic na- 
ture of the industry, the factors which 
are shaping its future course, and the 
investment characteristics of drug equi- 
ties. An understanding of these funda- 
mentals will be of considerable help to 
an investor in seeking an intelligent con- 
clusion as to attractiveness of the drug 
group at present levels. 

The term “drug industry” is in itself 
something of a misnomer for there are 
in fact two drug industries, each with 
very different and distinct characteris- 
tics. The proprietary drug industry em- 
braces the familiar drug store items 
which are widely advertised to the gen- 
eral public and which can be purchased 
without a physician’s prescription. Pat- 
ented remedies for minor ailments — 
headaches, upset stomach, colds and the 
like — tonics, antiseptics, ete., — all 
come within this category. The second 
“drug industry” produces so-called ethi- 
cal drugs — preparations which are 
advertised in medical journals and 
other channels available only to physi- 
cians and which in general are dispensed 
only upon a doctor’s prescription. Ethi- 
cals include the wonder drugs — the 
hormones, and other new 
discoveries which are constantly broad- 
ening the frontiers of medical science. 
Also included are numerous less glam- 
orous products equally vital to the every 
day practice of medicine. including 
anesthetics, sedatives, vitamins and 
hematinies, anti-infectives, products for 
parenteral feeding, and various veterin- 
ary preparations and animal feed sup- 


antibiotics. 
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plements. While a drug enterprise is 
classified as “ethical” or “proprietary” 
depending upon which classification pre- 
penderates in its product mix, many 
ethical companies produce some _ pro- 
prietary items and virtually all proprie- 
tary houses have expanding ethical divi- 
sions. In addition, a number of other 
enterprises primarily in other fields pro- 
duce drug items, among the more prom- 
inent being Armour, Commercial Sol- 
vents, Glidden, National Distillers and 
Schenley. 


History and Growth 


The ethical end of the drug industry 
in the modern sense of the term dates 
back only to the late 1930’s when the 
sulfa drugs were first produced com- 
mercially. Spurred by the demands of 
World War II. however, production of 
ethical products has grown literally by 
leaps and bounds. Growth of the pro- 
prietary field has been both appreciable 
and steady, but in no sense has it ap- 
proached the pace of ethicals. Of esti- 
mated total drug sales of roughly $1.7 


Painting by Marshall Johnson in collection of Second Bank-State Street Trust Co. 








The author practiced law for several 
years following studies at the University 
of Rochester and New York University 
Law School. He then transferred his in- 
terests to the security analysis field with 
Fahnestock & Co. and he is currently 
associated with F. S. Moseley & Co., 
members of the New York Stock Ex- 
change, in New York City. 





billion in 1955, ethical preparations ac- 
counted for $1.1 billion or «bout 65%. 
Some idea ‘of the relative growth rate of 
ethical versus proprietary drug concerns 
can be gained from the following table: 


Ethical Industry Characteristics 


In addition to rapid growth, the ethi- 
cal industry is characterized by a very 
high degree of depression resistance. 
Even the most acute financial stringen- 
cies are not likely to prevent purchase 
of a drug necessary to preserve life or 
to speed recovery. This rare combina- 
tion of growth and stability makes the 
ethical group a natural favorite of in- 





Net Sales 


Net Income Per 


(millions) Share 
1939 1946 1955 1939 1946 1955 
Ethical Companies 
Abbott ___. $11.5 $ 54.2 $ 91.7 $0.65 $ 3.11 $ 2.48 
Merck 19.4 61.6 157.9 0.29 0.85 1.40 
Parke, Davis 32.8 66.2 123.1 1.89 2A 2.92 
Pfizer 6.2 43.7 163.8 0.19 2.39 2.94 
Schering 9.6 46.0 1.03 4.71 
Total $69.9 $235.3 $582.5 $3.02 $10.11 $14.45 
Gain in Sales 1939 to 1955 — 733% 
Gain in Net Per Share 1939 to 1955 — 378% 
Proprietary Companies 
Bristol Myers $16.0 $ 47.8 $ 75.7 $1.75 $ 4.90 $ 2.98 
Norwich Pharmacal 4.5 10.2 24.8 0.98 1.23 3.01 
Plough, Inc. - 4.5 10.3 21.0 0.25 0.48 0.73 
| aaa ieee 39.0 121.5 166.9 2.63 3.59 3.98 
Wate il 10.8 fhe 4 72.7 2.00 2.74 4.36 
Total $74.8 $227.0 $361.1 $7.61 $12.94 $15.06 


Gain in Sales 1939 to 1955 — 383% 


Gain in Net Per Share 1939 to 1955 — 98% 














vestors, particularly in the institutional 
category, and causes these shares to sell 
at generally liberal price earnings ratios 
and on a low yield basis. 


The industry suffered a period of 
serious overcapacity in the early 1950s 
as many outside concerns were attracted 
to the field by its unique characteristics. 
This led to price cutting particularly in 
antibiotics, which in turn carried many 
of the newcomers to withdraw poorer but 
wiser. The price structure has since re- 
sumed its customary firmness. 


Research plays a vital role in the ethi- 
cal field, since a constant flow of new 
drugs is necessary to keep abreast of 
competition. Industrywide expenditures 
for research this year will exceed $50 
million or close to 5% of total sales of 
ethical drug products. Profit margins of 
ethical producers are generous for the 
most part and since fixed plant require- 
ments are relatively small, return on in- 
vested capital is high. Few ethical drug 
concerns have substantial funded 
debtedness. 


in- 


Nature of Proprietary Industry 


If ethical drugs can be compared to 
the proverbial hare, the proprietary 
phase of the business is something more 
than a reliable tortoise. While proprie- 
taries are affected to some degree by 
fluctuations of the general business level, 
cyclical factors are not as pronounced 
as in most other industries. (However. 
it should be noted that many proprietary 
companies have supplementary cosmetic 
lines which are more cyclical). As any 
television set owner knows, advertising 
plays a vital role in the proprietary field, 
inasmuch as these products are intrinsic- 
ally much more standard than ethicals. 
Through skillful sales promotion such 
tradenames as Bayer, Vapo-Rub, Sal 


Pe 


Tandem arrangement of electronic tablet counting and filling machines in packaging 
section of Smith, Kline & French Laboratories. Tablets arrive by gravity from floor above 
to hoppers in upper left-hand corner. They are counted at a speed of more than 10,000 





Hepatica, Unguentine, Musterole and a 
host of others are household words in 
America and throughout the world. 
While growth is not as pronounced in 
proprietary companies as in those in the 
ethical field, it should not be assumed 
that the growth element is lacking. The 
increasing proportion of our population 
in the upper and lower age bracket ex- 
tremes, ages at which consumption of 
drug items is heaviest, promises a higher 
rate of expansion than that from popu- 
lation growth alone for the proprietary 
as well as the ethical phase of the drug 
industry. Moreover, the increasing parti- 
cipation of proprietary concerns in the 
ethical end of the business provides an 
element of romance which prevents them 
from being dismissed as stodgy and 
routine. 

Proprietary issues in general provide 
a better rate of return than ethical 
shares and are better suited for investors 
to whom income and safety of capital 
are more important than capital gains. 
These stocks generally tend to sell at 
moderate price earning ratios, though 
there are occasional exceptions. For ex- 
ample, Norwich Pharmacal which has a 
group of ethical drugs believed to have 
exceptional promise is currently selling 
at a higher multiple of 1955 earnings 
than even most ethical drug issues. 


Foreign Business 


Foreign operations are important to 
most drug enterprises, ethical and pro- 
prietary alike. Sales of leading U. S. 
firms in the export market range from 
about 10° to as high as 40% of total 
volume. Sales in foreign areas represent 
desirable business because of generally 
lower tax rates and because the greater 
volume does not entail a corresponding 
increase in costs, particularly in re- 
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Manufacturing techniques are first worked 
out on this smaller scale pilot equipment 
at Abbott Laboratories. 


search. However. foreign currency fluc- 
tuations result in frequent distorition of 
profits and make earnings forecasts even 
a few months ahead a tricky proposition. 


The Life Cycle of an Ethical Drug 


Only a fraction of the 
leads turned up by the research organ- 


very small 
ization of an ethical drug enterprise de- 
velop into a product with commercial 
potentialities and only a handful become 
important money makers. Prolonged and 
exhaustive pharmacologic and _ clinical 
testing precedes the release of a new 
item and many years may elapse between 
the early laboratory stages and the day 
when the first profit is recovered. Im- 
portant discoveries may receive a prod- 
uct patent, which means that the enter- 
prise making the discovery alone can 
produce the drug. Lesser discoveries re- 
ceive only a process patent which covers 
only a particular production technique. 
Some drugs are not patentable at all. 
Many of the most important ethical 
pharmaceuticals have not been developed 
in commercial laboratories and _there- 
fore have never been patented. These 
include the sulfa drugs, penicillin. strep- 
tomycin and Salk polio vaccine. 

The life cycle of an ethical drug usu- 
ally involves four stages. The first phase 
covers development, testing and _ intro- 
duction during which the drug repre 
sents an out-of-pocket expense. Once 
production is in full swing, phase two 
begins. This is the period of peak profit 
ability before competitors have entered 
the field. A successful product soon at- 
tracts other manufacturers and_ stage 
three develops. A strong patent position 
may serve to delay the incursion of com- 
petitors, but eventually someone else al- 
most inevitably finds a different process 
for producing the same drug or a neW 
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drug to do the same job. Profit margins 
recede materially from the lush levels 
of stage two and, in some instances, 
profits may be all but eliminated by 
development of excess capacity. An ex- 
treme example of erosion of profits was, 
of course, penicillin (unpatented) which 
fell in price from an initial $10 per 
100,000 units to one one-hundredth of 
one cent for the same quantity. To pro- 
long the period of high profitability and 
to minimize the impact of competition, 
ethical drug producers have been plac- 
ing greater emphasis on specialty items 
and relatively less stress on product lines 
where highly competitive conditions are 
likely to develop. Finally. the drug passes 
to stage four — obsolescence. While the 
useful life of an ethical drug (for ex- 
ample insulin) may extend over a period 
of many years, eventually it is replaced 
by a newer and more effective product. 
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Thus, it may be seen that the profit 
pattern of an ethical drug tends to be 
a parabola with its zenith usually in the 
relatively early of commercial 
An understanding of this 
phenomenon is basic to successful in- 
vesting in ethical drug equities. 


stages 
production. 


Current Developments in Ethicals 


Probably the most arresting segment 
in the drug field from the standpoint of 
growth is the mental health field. With 
more than three-quarters of a million 
patients crowding the nation’s mental 








institutions and countless others in need 
of treatment, though not hospitalized, 
there is a tremendous market for these 
drugs. Impressive progress in this field 
was highlighted in 1955 by Smith, Kline 
& French’s Thorazine and Thoradox. 
Other drugs coming into increasing 
prominence are American Home Prod- 
ucts’ Equanil and Sparine and Carter 
Products’ Miltown. Other major factors 
in the mental illness drug field are Vick 
and CIBA (Swiss owned). It is estima- 
ted by industry sources that mental ill- 
ness drugs alone could achieve an annual 
volume of half a billion dollars a year 
before 1965, compared to a current an- 
nua! volume of about $125 million. 
“teroil 
pro 


hormone-based drugs have 
en highly effective in the treatment 
of arthritis and represent one of the 
more rapidly growing phases of the 





fel’. Principal drugs in this category 


are Schering’s Meticorten and Meticorte- 
lon and Merck’s Deltra and Hydeltra. 
Pfizer and Upjohn are also active in 


this area. 





ihe biggest factor in the estimated 
$259 million increase in pharmaceutical 










Avcust 1956 


sales this year is expected 
to be Salk polio vaccine. 
Over 125 million CC of 
this vaccine probably will 
be shipped this year, com- 
pared to only about 30 
million CC in 1955. By far 
the largest manufacturer of 
polio vaccine is Eli Lilly, 
with Parke, Davis & Co., 
American Home Products, 
Allied Laboratories and 
Merck following in that 
order. 

Among the more inter- 
esting pharmaceuticals still 
in the development and 
testing stages are diabetes drugs (U. S 
Vitamin, Eli Lilly and Upjohn) which 
may be taken in oral form, eliminating 
insulin injections; DON, a drug pro- 
duced by Parke, Davis in cooperation 
with the Sloan-Kettering Institute which 
may be effective in controlling certain 
types of cancer; Aminopterin (Ameri- 
can Cyanamid) effective against some 
cases of acute leukemia; and a new 
nitrofuran drug developed by Norwich 
Pharmacal for treatment of bacterial in- 
fections in the blood stream and intes- 
tines. Considerable work is being done 
in the common cold field with Parke, 
Davis probably closest to introducing a 
vaccine which promises to be effective 
against certain types of cold virus. In 
considering the foregoing material, how- 
ever, the reader should bear in mind 
that the drugs described in this para- 
graph are all in the experimental phase 


Antibiotics such as Terramycin are produced under close- 
ly controlled conditions inside these huge fermentation 
tanks at the Groton, Conn. plant of Chas. Pfizer & Co., 





Inc. 


and some or all may never reach com- 
mercial production. 


It is also worthy of note that a num- 
ber of firms in the proprietary category 
are included in the list of enterprises 
either producing important new ethical 
drugs or in advanced testing of particu- 
larly interesting experimental items. This 
is in line with the trend mentioned to- 
ward growing participation in ethicals 
by proprietary concerns. 


Future of Ethical Drug Industry 


Despite the tremendous progress of 
the past two decades, the ethical houses 
are in no danger of running out of 
worlds to conquer. Since men are mor- 
tal, there must always be a “number one 
killer.” While the degenerative diseases 
such as heart ailments may assume in- 
creasing importance as more effective 
means of combatting ills caused by 
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Tissue culture laboratory, where Eli Liily & Co. scientists study 
fundamental activities of cells. 


micro-organisms and viruses are devel- 
oped, they too represent an important 
market for drugs. Among the infectious 
diseases yet to be effectively treated by 
antibiotics are the cold, 
measles, mumps, grippe and smallpox. 
The common cold alone offers a tre- 
mendous potential for the consumption 
of ethical drugs. Heart disease and can- 
cer, currently ranking one-two among 
causes of death in the United States, are 
the object of concentrated research in 
of and it seems 
probable that these two dread diseases 
will eventually come increasingly within 
the scope of effective drug therapy. 


common 


dozens laboratories 


A market which promises much in the 
future is agriculture. Antibiotics have, 
for some years, been added to livestock 
feed as a means of promoting faster 
growth and thereby enabling the farmer 
to market a heavier animal on a given 
quantity of foods. This field has been 
broadened more recently by the intro- 
duction of hormone preparations, not- 
ably Eli Lilly’s Stilbosal, which has 
proven to be a highly effective growth 
stimulant. Of tremendous potential im- 
portance is the use of antibiotics to re- 















tard the spoilage of 
meat. Relatively 
little meat is con- 
sumed in vast areas 
of the world for 
want of adequate 
refrigeration, so that 
preservation of meat 
through antibiotics 
could have large 
economic and soci- 
ological _repercus- 
sions in underdevel- 
oped areas. Ameri- 
can Cyanamid’s Led- 
erle Division has recently obtained per- 
mission from authorities of the United 
States Government to use Aureomycin to 
aid in the preservation of poultry, thus 
becoming the first to use antibiotics as 
a preservative. 


Investing in Drug Stocks 


In addition to normal investment con- 
siderations, the market gives weight to 
three principal considerations in apprais- 
ing current earnings of an ethical drug 
issue. These are (1) the company’s pros- 
pects in regard to important new prod- 
ucts over the near term; (2) the aggres- 
siveness of research efforts and the ade- 
quacy of its finances to underwrite an 
extensive and (3) 
diversity of product mix and freedom 


research program 
from dependence upon a single product 
or line. Eli Lilly, for example, is cur- 
rently selling at a very high price in 
relation to 1955 earnings, reflecting its 
participation in the Salk vaccine pro- 
gram and other promising current devel- 
opments, its excellent research, and its 
broad diversification. Schering Corp., 
on the other hand, is conservatively ap- 
praised on the apparent theory that this 








PERFORMANCE OF SELECTED DRUG COMPANIES 
Approx. 1955 Price 
Price Net Net per Sh. x 
Recent Range Sales 1955 1956 1956 Est. Ind. 
Price 1951-56 (mil’ns) (Est.) Earngs. Div. Yield 
Ethical Group 

Abbott $41 $65-30 §$ 91.7 $2.48 $2.75 14.9 $1.80 44% 
Eli Lilly 66 66 - 27 141.3 212 320 6203 160 2.4 
Merck 34 40-17 157.9 1.40 190 17.9 0.80 2.4 
Parke, Davis 51. 64 - 31 E23. 2.92 4.50 11.3 Lm 232 
Pfizer 44 50 - 26 163.8 2.94 soo 223 185 4.2 
Schering 55 63-14 46.0 4.71 6.00 9.2 150 2.7 
G. D. Searle 49 53 - 12 26.0 1.40 1.65 29.7 100 2.0 
Smith, Kline & 

French 68 68 - 13 91.7 3.30 4.25 16.0 Li 26 

Proprietary Group 

Bristol Myers $37 $38-18 $ 75.7 $2.98 $3.65 10.1 $1.70 4.6% 
Norwich 

Pharmacal 60 62 - 16 24.8 3.01 4.00 15.0 160 27 
Plough 15 16- 5 21.0 0.81 130 136 0.50 3.3 
Sterling Drug 54 59 - 32 166.9 3.98 4.50 12.0 2.80 5.2 
Vick Chem. 48 62 - 23 tal 4.36 455 10.5 is0| 6.1 
Warner Lambert 48 49-15 86.3 3.46 425 113 2.00 4.2 











company is overdependent on its highly 
successful arthritis drug line. 


A potential purchaser of ethical drug 
shares seeking maximum capital gains 
may proceed on either of two theories, 
depending largely on the desired degree 
of risk. If he is in a position to speculate, 
he may buy the stock of a company 
which has recently released or will soon 
release an important new product, on 
the theory that this new item may pro- 
duce substantial earnings during its 
profitable early stages. For such pur- 
poses, a relatively small concern with a 
limited number of shares outstanding is 
most desirable. There are two primary 
risks—the drug may not be as successful 
in practice as indicated by preliminary 
testing or its potentialities may already 
be largely discounted in the market 
price. One must also be careful that the 
drug in question is not close to the stage 
where growing competition will reduce 
its profitability. While spectacular pro- 
fits may be realized from this approach, 
its successful exploitation requires nice 
timing and accurate and _ preferably 
early information regarding new drug 
developments. 


A second longer range approach, con- 
siderably better suited to the needs of 
trustees and other conservative investors, 
consists of selecting the stock of a di- 
versified concern with strong finances 
and an aggressive thoroughgoing re- 
search policy. Relatively little attention 
need be paid to what new products are 
on the immediate horizon because a con- 
cern of this type can usually be counted 
upon to have at least its share of new 
items coming along and, if nothing ma- 
jor happens to be in the advanced stages 
the the 
stock probably will be available at a 


of development at moment, 
somewhat lower price than otherwise 
would be the case. Major drug discov- 
eries are something like new oil fields. 
Place and time of a new success is un- 
predictable, but an enterprise with a 
consistent past record of discoveries cat 
usually be counted upon over the long 
pull to get its full share of new finds 
in the future. 


Since proprietary drug houses almost 
without exception have an ethical busi- 
ness as well, much of the forgoing mate- 
rial regarding purchases made in antici- 
pation of new drugs applies to proprie- 
tary equities. It might also be added that 
long-term profits may realized 
through investments in the stock of 4 
proprietary enterprise which appears to 
be in the process of an eventual trans: 
formation into a predominantly ethical 


be 
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operation, such as Vick Chemical and 
Norwich Pharmacal. This is true be- 
cause of the higher price earnings ratio 
traditionally applied to an ethical stock. 
An alert investor may well take advan- 
tage of this type opportunity, provided, 
of course, the growing emphasis upon 
ethicals is not already adequately re- 
flected in the price of the proprietary 
equity. Leading proprietary stocks, how- 
ever, are of primary interest as defensive 
income situations with added potential 
based upon general participation in var- 
ious segments of the ethical field. 

While some ethical stocks are selling 
at more than 20 times probable 1956 
earnings, currently prevailing  price- 
earnings ratios overall are very substan- 
tially below those which prevailed in the 
group in the early 1950s and do not 
appear to be materially out of line with 
other growth stock groups. The market 
is putting only a modest valuation on 
future prospects of a number of stocks 
in both groups and it appears that ex- 
cellent opportunities exist for discrim- 
inating investors. 

A A A 
MANAGEMENT SPEAKS 


(Continued from page 728) 


for 1955. Dividend payout has increased 
each year from 1612% in 1946 to 66% 
in 1955. Current dividends are at the 
annual rate of 60 cents. 

Before New York Society of Security 
Analysts, June 27, 1956. 
SOUTHWESTERN PUBLIC 

SERVICE COMPANY 
H. L. Nicwoxis, chairman 


Karnings for fiscal 1955 and for the 
12 month periods up through April 1956 
were disappointing. Unusual wet and 
cold weather during the summer peak 
of 1955 brought substantial loss of rev- 
enue from irrigation, air conditioning, 
refrigeration, etc. Starting with June 
1956 KW hour output and gross reven- 
ues reflect percentage increases in line 
with the trend of many years prior to 
1955. July output averages 18% over 
1955 with gross revenues up 14%. 

Revised budget indicates $1.65 a 
share for the common stock for the fis- 
cal year compared with $1.54 for fiscal 
1955. 

Reduced construction for fiscal 1957 
of under $14 million and load building 
through increased population and new 
industries should bring company’s high 
reserve capacity down to the national 
average of about 20%. 

Pefore New York Society of Security 
Avalysts, August 1. 


AUGUST 1956 





Panel for control of vitamin A production at Groton, Conn., plant of Chas. Pfizer & Co., Inc. 





Common Investment Error 


People who are prone to make invest- 
ments on the basis of what a stock has 
done on the market might well heed a 
recent warning that this method is far 
from infallible. Vance, Sanders & Co. 
has compiled a table to represent the 
experience of a person who on January 
1, 1956, invested $1,000 in each of the 
15 stocks of the Dow-Jones index of 30 
industrial stocks which had _ registered 
the best market performance in 1955. 
This is compared with a similar invest- 
ment in the 15 worst performers in 1955. 
At the end of six months, the investments 
in the best performers had a market 
value of $14.357, while the investments 
in the worst performers were worth 
S15.071. 


Vance Sanders observes that “profes- 





sional investors are far less concerned 
with “what a stock has done” than with 
the basic facts that are 
intrinsic value . 


indicative of 
. . Market action will 
fellow the direction in which intrinsic 
value factors point. One of the chief 
difficulties of 


investing is appraising 


these factors correctly 
A A A 


@® The average American worker uses 
$12,500 worth of facilities on his job, and 
requires a minimum of $450 for annual 
maintenance of the plant and equipment 
he uses. His real weekly earnings, after 
allowing for dollar depreciation were 
$67.80 in 1955 compared with $32.56 in 
1930, according to Trends in Equipping 
the American Worker, published by the 
Council for Technological Advancement, 
Washington, D. C. 
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= from a 
Frat Officer's Diary 





@ A wastrel son, whose life income from 
his deceased mother was specifically 
limited to $100 bi-weekly, was giving one 
of the commercial officers a rough time 
in the hope of getting him to persuade 
the trust department to pay out more 
money. The officer said, “Here it is 10:00 
o’clock in the morning and yowre drunk! 
What do you mean getting in that shape 
so early in the morning?” Indignantly 
the client offered his explanation, which 
wasn’t far from the truth, “I didn’t get 
drunk this early in the morning. I 
haven't been sober for 20 years.” 


® Sahib was a cat. Sahib’s master pro- 
vided in his will that $3,000 be given to 
the bank in trust and that $20 a month 
be paid for Sahib’s care and mainten- 
ance. These payments were made, plus 
additional sums for taxi fare to the ani- 
mal hospital for periodic check-ups which 
included finger-printing, or rather paw- 
printing, to make sure the payments were 
for the right cat. . . . Due probably to 
the excellent care provided by the trust 
fund, Sahib lived beyond its depletion. 
But there is a happy ending — the care- 
taker grew fond of him and agreed to 
eare for him gratis for his remaining 
years. 

@ The new trust department employee 
taking a telephone message from a broker 
for one of the officers wrote on her 
memorandum, “On those municipal bonds 
you ordered ‘doing 65’ ... (instead of 
‘due in ’65’). 

@ There’s a will of a man who be- 
queathed $500 to “‘the only girl who ever 
kissed me.” This kind of thing could 
lead to a lot of claimants — or more 
popularity of the osculatory art. . 
A rich American left every dollar he 
possessed to a girl he used to watch in 
the theatre. He did not know her, but 
her turned-up nose amused him. 


@ Excerpt from will: “In my young days 
while living in Bank County, by force 
and arms I was married to a girl by 
name of Mary Jones against my will. 
We did not live together after the mar- 
riage, and I got a divorce in Jones 
County in the year 1895. My main wit- 
ness was T. A. Smith of Smith County. 
I do not want any of the children of 
Mary Jones, or any descendants of such, 
to have anything under this will, and 
none of them is included in this will.” 


Editor’s Note: Any interesting leaves 
from your diary to lighten our reader’s 
day? 

| or: ae 

OREN F. MILLER, vice president in 
charge of the probate department, cele- 
brated 25 years with the St. Louis 
UNION TRusT Co. 


740 





Trust Department Sets Up 
Oil Division 

An oil division 
has been estab- 
lished in the trust 
department of the 
Republic National 
Bank of Dallas, to 
permit specialized 
handling of estates 
and trusts whose 
assets include pe- 
troleum interests. 
Heading this newly-created division will 
be George E. Wilkin, Jr., a graduate 
petroleum engineer. 


GEORGE E. WILKIN, Jr. 


“There are comparatively few banks 
in the country with specialists in the oil 
and gas industry attached to their trust 
departments, and it is somewhat un- 
usual to set up a division within the trust 
department to look after oil interests. 
However, the establishment of such a 
division will enable us to give special- 
ized attention to the rapidly increasing 
mineral interests which we are admin- 
istering as executor and trustee,” Presi- 
dent Fred F. Florence pointed out. 


A A A 


Bank Publishes History of 
St. Louis 


A picture history of St. Louis has been 
published in cooperation with the Mis- 
souri Historical Society by the First Na- 
tional Bank in St. Louis as “an apprecia- 
tion of the community” in which the bank 
and its predecessors have been doing 
business for one hundred years. 

The book, recording the growth of the 
city from its founding in 1764 to the 
present, includes reproductions of paint- 
ings, drawings, prints, photographs, and 
other historical objects of the times. 


The year 1956 will also see completion 
of First National’s extensive re-modeling 
and expansion program. When completed, 
First National and its associate fiduciary 
institution, St. Louis Union Trust Co., 
will have expanded their facilities into 
one of the most modern financial houses 
in the country. 






‘St. Louis’ first bank, ditanel 1816 





Corporate Fiduciaries Elect 


Corporate Fiduciaries Association wf 
Arizona: 

President: George German, trust ofi'- 
cer, Bank of Douglas 

Vice Pres: James S. Hull, trust offiicer, 
Phoenix Title & Trust Co. 


Sec.-Treas.: Miss Evva Shaw, asst. 
trust officer, Valley National Bank 
New Jersey — Bergen County Corporat: 


Fiduciaries Association 

President: Albert J. Mayer, assistant 
trust officer, Hackensack Trust Co. 

First V.P.: J. Kenneth Barwig, trust 
officer, Closter National Bank & Trust 
Co. 


Second V.P.: Edwin F. Rizer, assistant 
trust officer, Palisades Trust Co. 

Secretary: Eleanore Jacod, assistant 
secretary, Peoples Trust Co., Hackensack 

Treasurer: John P. Rose, assistant 
trust officer, Hackensack Trust Co. 


Fiduciaries Association of South Central 
New York (re-elected) 
Chairman: Paul W. Morse, vice presi- 
dent and trust officer, Chemung Canal 
Trust Co. 


Sec.-Treas.: Joseph Kopko, assistant 
vice president and assistant trust officer, 
Marine Midland Trust Co. of Southern 
New York 


North Carolina (Correction) : 

Sec.-Treas.: R. F. Clodfelter, trust of- 
ficer, Wachovia Bank & Trust Co., Win- 
ston-Salem. 


Trust Companies Association of Oregon: 

President: Irwin A. Hahn, trust offi- 
cer, Portland Trust Bank. 

Vice Pres.: D. P. Eckman, asst. trust 
officer, Bank of California. 

Sec.-Treas.: E. R. Linville, trust offi- 
cer, First National Bank of Portland. 


Corporate Fiduciaries Association of AIl- 
legheny County (Pa.) 

President: Watson C. Marshall, vice 
president, Fidelity Trust Co. 

Vice Pres.: William J. Copeland, vice 
president, Peoples First National Bank 
& Trust Co. 

Sec.-Treas.: William H. Latimer, Jr., 
trust officer, Mellon National Bank & 
Trust Co. 


Trust Division, Vermont Bankers Asso- 
ciation 
Chairman: Bruce H. Cram, trust offi- 
cer, Chittenden Trust Co., Burlington 
V.-Chairman: Bradford N. Smith, asst. 
cashier and trust officer, Rutland County 
National Bank, Rutland. 
Sec.-Treas.: Charles E. Gear, treas- 
urer, The Farmers Trust Co., Burlington 
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TRUST PERSONNEL CHANGES 


Fairbanks 
FIRST 
NATIONAL BANK 


ALASKA 


Catherine L. Byrne advanced to trust 
officer; Peter Lunde named asst. cash- 
ier and asst. trust officer; and Wil- 
liam G. Stroecker, trust officer, con- 


tinues as vice president. 


Los Angeles 
UNION BANK & 
TRUST Co. 


CALIFORNIA 


Rod Maclean resigned as director of 
advertising and public relations to be- 
come an account executive with Smal- 
ley Levitt & Smith, Inc., Los Angeles. 


A former president of the Financial Public Relations Associa- 
tion, Maclean is known as a pioneer in modern bank adver- 
tising, and has contributed articles to Trusts and Estates 
and other financial publications. 






FLORIDA 


William F. Moran elected asst. trust 
officer; J. Clinton Scott named estate 
planning officer in charge of trust de- 
partment public relations and new 
business development through estate planning. Moran holds 
a BS Degree from Fordham College, is a graduate of the 
Law School, and resigned recently from Fiduciary Trust 
Co., New York. Scott is a graduate of Allegheny College and 
of Dickinson Law School. 
Orlando 

CENTRAL TITLE 

& Trust Co. 
Tampa 

FIRST 

NATIONAL BANK 


Miami 
LITTLE RIVER 
BANK & TRuST Co. 


Morgan W. Price, Jr., named vice 
president and trust officer. 


D. W. Abel, Jr. joined the bank as 
trust officer. Eight of his ten years in 


Sacramento 
CROCKER-ANGLO 
NATIONAL BANK 


Allan Thomas, former trust officer, 
named vice president and trust officer. 
Thomas, admitted to the state bar in 
1946, is vice chairman of the trust 


division of the California Bankers Association. 


San Diego 
SAN DrieGo TRUST 
& SAVINGS BANK 


Oliver B. James, Jr., elected a trust 
officer. Formerly an associate with the 
New York law firm of Sullivan and 
Cromwell, where he_ specialized in 


banking having been devoted to trust 
work, Abel was with Florida National 


Bank in Miami and Columbus (Ga.) Bank & Trust Co. 


Tampa 
MARINE BANK & 
TrRustT Co. 


Henry A. Carrington promoted to vice 
president and trust officer. Prior to 
joining the bank in 1954, Carrington 
has been a practicing atturney. 


GEORGIA 


trust administration and estate planning, James was re- 
cently released to inactive duty after serving with the 11th 
Naval District General Court Martial Board as Senior 
Prosecutor. He is a graduate of Yale U. with honors and 
of Columbia U. Law School. 


Atlanta 
TRUST COMPANY 
OF GEORGIA 


C. L. Deadwyler, manager of the real 
estate division of the trust depart- 
ment, elected asst. trust officer. Mr. 
Deadwyler received a degree of B.C.S. 
at the Atlanta Division, U. of Georgia. 


San Francisco 
AMERICAN 
Trust Co. 

San Francisco 
3ANK OF AMERICA 
N.T. & S.A. 

San Francisco 
BANK OF CALI- 
FORNIA N., A. 


Middletown 

New Britain 
NEW BRITAIN 
NATIONAL BANK 


Life Insurance Co. in 
1953. His new duties 


of estates and trusts 
New Haven 

SECOND 

NATIONAL BANK 


D. F. Collins elected assistant secre- 
tary in the trust department, head of- 
fice. 

D. C. Toomey, for 10 years asst. trust 
officer at Los Angeles office, promoted 
to trust officer. 

James L. Sharp, Jr., named vice presi- 
dent in the business development sec- 
tion. 

CONNECTICUT 

See Red Bank, N. J. 

John J. McGrath elected to the new 
position of associate trust officer. A 
graduate of Yale U. class of 1950, 
he has been with Connecticut General 
its Group Insurance Department since 
will be concerned with administration 
and estate planning. 


Walter T. Sullivan elected asst. trust 
officer. A graduate of Trinity College, 
Hartford, with a Bachelor of Arts 
subsequently  at- 


degree, Sullivan 


tended the U. of Connecticut Law School. 


Chicago 
CONTINENTAL ILLI- 
NOIS NATIONAL 
BANK & TRUST Co. 


Peoria 
COMMERCIAL 
NATIONAL BANK 


Quincy 
BROADWAY 
NATIONAL BANK 


Rock Island 
Rock ISLAND 
BANK & TrRuST Co. 


Hammond 
CALUMET 
NATIONAL BANK 


Louisville 
LOUISVILLE 
TRUST Co. 


ILLINOIS 

Newly elected assistant secretaries in 
the trust department are James A. 
Leech and Joseph E. Purtell. 


Thomas O. Hunter, an _ attorney, 
elected trust officer with full-time ad- 
ministrative duties in the trust de- 
partment. 

J. E. Kline, president, will devote part 
time to trust duties in charge of the 
newly organized trust department. 
Ralph E. Brubaker appointed asst. 
trust officer. 


INDIANA 
John C. Agnew retired as vice presi- 
dent and trust officer in charge of the 
trust department, after being with 
the bank nearly 20 years. 


KENTUCKY 


William L. Jones, trust officer, given 
the additional title of vice president. 
Jones, a graduate of Washington and 
Lee U. (B.S.) and Harvard Graduate 











ALLAN THOMAS 
Sacramento 


| ae # McGRATH 
New Britain 


OLIVER B. JAMES, JR. 
San Diego 
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School of Business Administration, has been with Louisville 
Trust since 1934. He is vice president of the Christian 
Church Widows and Orphans Home and trustee of the 
Charles P. Moorman Home for Women. Last year he served 
as president of the Harvard Business School Club of Ken- 
tucky. 
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WILLIAM L. JONES WILLIAM W. WOLBACH 
Louisville Boston 


D. W. ABEL, Jr. 
Tampa 
Winchester 
CLARK COUNTY 
NATIONAL BANK 


Arthur Swanner promoted to vice 
president and trust officer. 


MAINE 


Karl R. Philbrick elected vice presi- 
dent and trust officer. 


Bangor 
EASTERN Trust & 
BANKING Co. 


MARYLAND 
Baltimore Henry H. Waters appointed a trust 
FIDELITY-BALTIMORE officer. Waters retired recently as vice 
NATIONAL BANK & president, secretary and treasurer of 


TRUST Co. Baltimore Transit Co. He is a member 
of the Maryland Bar. 
MASSACHUSETTS 
Boston William W. Wolbach, formerly vice 


BosTON SAFE DE- 
POSIT & TRUST Co. 


president, advanced to executive vice 
president. With the company since 
1936, Wolbach became a vice presi- 
dent in 1949 and a director in 1955. In his new position he 
will act as first assistant to the president in supervision of 
the business and affairs of the company, and in the latter’s 
absence will assume his responsibilities. 


MICHIGAN 
Detroit John A. Wilson promoted to trust 
MANUFACTURERS officer; Hugh J. Waugh to asst. trust 
NATIONAL BANK officer. 
MINNESOTA 


Saint Paul 
First Trust Co. 


Walter E. Kunze retired July 31st as 
vice president and trust officer, end- 
ing 41 years of service which makes 
him the oldest trust company employee in length of service. 
Kunze was admitted to the Minnesota bar in 1913, and is a 
past president of the Corporate Fiduciaries Association of 
Minnesota. 


MISSISSIPPI 
Kosciusko Mrs. Sara Chennault elected asst. 
MERCHANTS & trust officer. With the bank since 1947, 
FARMERS BANK she has spent most of her time in the 
trust department. 


MISSOURI 


Lyman A. Matthews, acting presi- 
dent, advanced to president and trust 
officer. 


Cape Girardeau 
First NATIONAL 
BANK 


Kansas City 
COMMERCE 
Trust Co. 


C. L. Hofmann appointed to be in 
charge of investment work in the 
trust department. Prior to joining the 
trust company he was with Lincoln 
National Life Insurance Co., and was security analyst for 
St. Louis Union Trust Co. for several years. 


NEBRASKA 


Lincoln R. E. Campbell elected chairman of 
FIRST the board to succeed George W. 
Trust Co. Holmes, who retired after 45 years 


of service. Mr. Campbell served on 
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the board since 1944, is chairman of the board of Miller & 


Paine’s, and has served as Mayor of Lincoln. 
> 


NEVADA 


Las Vegas Mrs. Agnes C. Ramsey appointed asst. 
FIRST trust officer, and will be in charge of 
NATIONAL BANK transfer agencies and corporate trust 

arrangements. 
NEW JERSEY 


Passaic 
PASSAIC-CLIFTON 
NATIONAL BANK 
& TRUST Co. 


Red Bank 
SECOND 
NATIONAL BANK 


John C. Barbour, senior vice presi- 
dent, elected acting president to suc- 
ceed the late George Young, Jr. 


George F. Baine, Jr., named trust 
officer, having resigned recently as 
asst. trust officer at Middletown office 
of HARTFORD NATIONAL BANK & TRUST 
Co. A Dartmouth graduate, Baine was with an investment 
firm prior to joining Hartford National where for the past 
five years he has been primarily occupied with estate and 
trust administration. 

NEW YORK 

Carl D. Meacham elected asst. trust 
officer. A graduate cum laude of Syra- 
cuse Law School, Meacham has been 
Assistant County Attorney _ since 
April 1953. 


Arthur Johnson and Ledlie C. Pitt 
promoted from assistant secretaries 
to asst. vice presidents, trust depart- 
ment; Alfred C. Gearhart appointed 
trust officer. 


Elmira 
MARINE MIDLAND 
TRUST Co. OF 
SOUTHERN N. Y. 


New York 
BANKERS 
TRUST Co. 


New York George W. Scott named asst. trust of- 
BANK OF ficer. 
NEW YORK 

New York Dr. Paul F. Genachte appointed di- 
CHASE rector of the atomic energy division. 
MANHATTAN BANK With the bank since 1954, he assisted 

Dr. Lawrence R. Hafstad in organ- 

izing that division. Dr. Hafstad now is vice president and 

director of research for the General Motors Corporation. 

New York 
CHEMICAL CORN 
EXCHANGE BANK 


New York 


Richard G. Pintard elected asst. sec- 
retary in the corporate trust depart- 
ment at 30 Broad Street. 


Frank S. Bosworth, who is vice presi- 


EMPIRE dent in charge of the trust depart- 
TrRusT Co. ment, elected a director. 

New York Alfred J. Hart and Rudolf W. Leut- 
GUARANTY hauser named asst. trust officers. 
TRUST Co. 

Rochester Wilmot R. Craig elected vice presi- 


LINCOLN ROCHESTER dent and senior trust officer; Elliot 

TrRusST Co. W. Gumaer, vice president and trust 

officer; Robert E. Platt and Thomas 

J. Sercu, trust officers; Miss Elizabeth A. Vogel, asst. trust 

officer; John Fedigan, asst. secretary (trust department) ; 

and Donald H. Burgan, asst. secretary (customer relations 
department) named asst. vice president. 









WILMOT R. CRAIG ELLIOTT W. GUMAER 


Rochester 


R. E. CAMPBELL 


Lincoln Rochester 
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C. F. MILLHOUSE W. L. ABERNATHY J. B. LAPSLEY 


Troy Nashville Dallas 
Troy Chester F. Millhouse elected president 
MANUFACTURERS to succeed Harold J. Marshall (see 


NATIONAL BANK White Plains). Executive vice presi- 
dent since 1955, Millhouse joined Man- 
ufacturers in 1923 and served in various departments. 
West Hempstead 
MEADOWBROOK 
NATIONAL BANK 


White Plains 
NATIONAL BANK 


Arnold Bundy Cole named estate and 
trust consultant in charge of the 
estate planning division. 

Harold J. Marshall becomes president 
September first, having resigned as 


OF WESTCHESTER president of MANUFACTURERS NA- 
TIONAL BANK of Troy. Ralph T. 


Tyner, Jr., formerly chairman of the board and president 
of National Bank, will continue as chairman and chief 
policy officer and be responsible for its loaning, investing 
and financial policies. Marshall will be chief administrative 
officer and responsible for the bank’s general operations. 


NORTH CAROLINA 
R. F. Clodfelter joined the Wachovia 
Bank July first as trust officer, after 
resigning as trust officer of FIRST 
NATIONAL BANK & TRusT Co. of Ashe- 
ville. 


Asheville & 

Winston-Salem 
WACHOVIA BANK 
& Trust Co. 


OHIO 


Walter J. Heddesheimer elected coun- 
sel and officer in charge of the law 
department, succeeding W. T. Smith, 
retired. 


Cleveland 
CENTRAL 
NATIONAL BANK 


Dayton 
MERCHANTS 
NATIONAL BANK 


Paul E. Rizor appointed asst. trust 
officer in charge of the trust depart- 
ment. Rizor is a graduate of the law 
school at Ohio Northern U. 


Allen Crawford resigned as asst. vice 
president and trust officer. 


Dayton 
THIRD NATIONAL 
BANK & Trust Co. 


Lorain R. V. Prucha is executive vice presi- 
NATIONAL dent and trust officer; Grace M. Stan- 
BANK den resigned as vice president and 

trust officer. 

Toledo Donald M. Dresser elected executive 
TOLEDO vice president, having been with the 


Trust Co, Toledo Trust since 1934. 


OKLAHOMA 
Oklahoma City John W. Ervin elected assistant trust 
FIDELITY NATIONAL officer. 


BANK & Trust Co. 


Tulsa Gordon T. Hicks, formerly executive 
NATIONAL BANK vice president of the United States 
OF TULSA Chamber of Commerce in Tulsa, elect- 


ed vice president to head the new 
business development department. 


PENNSYLVANIA 


Amon L. Stauffer advanced from trust 
officer and asst. cashier to cashier; 
Vivian C. Gamber to trust officer. 


Lebanon 
ProPLEs 
NATIONAL BANK 
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Pittsburgh 
PoTTeR BANK & 
Trust Co. 


Chattanooga 
AMERICAN 
NATIONAL BANK 
& Trust Co. 


Frank P. Glackin, Jr., appointed asst. 
trust officer. He is a graduate of 
Pennsylvania State U. and the U. of 
Pennsylvania Law School. 


TENNESSEE 


Gus S. Currier, Jr., appointed asst. 
trust officer. Will L. Harris, vice 
president and trust officer in charge 
of the trust department, given the 
newly created title of vice president 


and senior trust officer. 


Chattanooga 
HAMILTON 
NATIONAL BANK 


C. H. Jerden, recently honored at a 
dinner by the staff, retired as vice 
president and trust officer but con- 
tinues to serve as consultant to the 


bank. He is a former president of the trust division of the 
Tennessee Bankers Association. 


Nashville 
First AMERICAN 
NATIONAL BANK 


W. Lane Abernathy elected a trust 
officer. With the bank since 1949 af- 
ter graduating from Vanderbilt U. 
Law School, Abernathy is the author 


of the thesis, “Allocation of Income Earned During Ad- 


ministration,” 


placed 


in the permanent libraries of the ° 


American Bankers Association, Rutgers U., and the Graduate 
School of Business Administration of Harvard U. 


Nashville 


NASHVILLE BANK 


& Trust Co. 


Promotions upon change of the bank’s 
name from Nashville Trust Co. (re- 
ported in July) were: H. C. Buquo, 
from secretary to vice president; 


Marvin W. Sory, treasurer to secretary-treasurer; Guy H. 
Noel to asst. secretary-treasurer; and K. O. Primm to asst. 


vice president. 


Dallas 
FIRST 
NATIONAL BANK 


TEXAS 


James H. Merritt, trust officer since 
1953, transferred to the commercial 
division and advanced to vice presi- 
dent. 


Col. J. B. Lapsley, vice president and trust officer, retired 
July 31. Lapsley, who was in charge of the real estate 
division of the trust department, began his banking career 
in 1912 with a predecessor of First National. 


Fort Worth 
Fort WorRTH 
NATIONAL BANK 


Houston 
HousToN BANK 
& Trust Co. 


Houston 
TEXAS 
NATIONAL BANK 


Palestine 
ROYALL 
NATIONAL BANK 


Seattle 


SEATTLE TRUST & 


SAVINGS BANK 
Spokane 
OLD NATIONAL 
BANK 
Yakima 
NATIONAL BANK 
OF COMMERCE 


Harold M. Achziger appointed asst. 
trust officer, to serve as_ securities 
anlayst to the trust department’s 
securities division. He is also secre- 
tary of the trust committee. 


Kermet E. Hundley elected trust offi- 
cer, and Kenneth K. Mauldin asst. 
trust officer. 

Edgar §S. Cox, Jr., appointed vice 
president. Cox began his banking 
career in 1940 with Houston Bank & 
Trust Co. where he had been elected 
trust officer in 1952. 

Speegle Berry, formerly vice presi- 
dent and asst. trust officer, elected vice 
president. and cashier to succeed 
Thomas A. Pickle, resigned. 


WASHINGTON 


Edward R. Morton, Jr., elected trust 
officer, advancing from asst. cashier. 


Luther C. Fendler advanced to asst. 
vice president and trust officer. 


Fred M. MacDonald became a trust 
officer at the branch in Yakima. 
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TRUST 
EMPLOYMENT EXCHANGE 
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Address correspondence to Trusts 
and Estates, 50 E. 42nd St., New 
York 17, attention Employment Ex- 
change, with code number. 


Trust investment officer sought by 
Michigan trust institution. See ad Box 
H-68-1 


Miami trust department needs experi- 
enced trust officer. See ad H-68-4 


Attorney-trust officer, 34, married, 5% 
years banking experience including ad- 
ministrative, tax, legal and trust work; 
also 1% years as head of life insurance 
company mortgage loan department, de- 
sires position with opportunity in grow- 
ing trust department. 68-5 


Y 
Y 
Y 
Y 
oO 
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DOOOOOD 


Experienced trust officer of thirty 
years in banking, with educational, 
training, personality and business back- 
ground suitable for any official duty in 
bank in New York City area. 68-6 


Attorney, age thirty, with trust ad- 
ministrative experience, desires position 
with trust department in the South or 
West. 68-7 


Pennsylvania bank seeks experienced 
corporate trust officer. See ad H-67-2 


Senior investment analyst, formerly 
college instructor and head of invest- 
ment department of N.Y.S.E. firm, with 
Ph.D. in finance and investments, seeks 
position of responsibility and trust train- 
ing. 67-4 


Trust and estate planning specialist, 
40, now with major life insurance com- 
pany, desires outstanding opportunity 
with trust department. 67-5 


Attorney, 29, with experience in estate 
administration, desires position in trust 
department. 67-6 


C.P.A., 39, seeks position as executive 





TRUST INVESTMENT OFFICER 


Excellent opportunity for young or mid- 
dle aged Trust Investment Officer with a 
Michigan Bank and Trust Company. 
Unusual potentials, good salary, growing 
community. 





Box H-68-1, Trusts and Estates 
50 East 42nd St., New York 17 








EXCELLENT OPPORTUNITY 
MIAMI, FLORIDA 


New rapidly growing Trust Department 
needs Trust Officer with well-rounded ex- 
perience in administration, operations and 
new business. Prefer seasoned man from 
Midwest or deep South from 45 to 50 
years of age. Salary from $6,000 to $7,500 
based on experience. 


Box H-68-4, Trusts and Estates 
50 East 42nd St., New York 17 














assistant to individual or firm active in 
trusts and estates. 67-7 


Pennsylvania trust company seeks new 
business solicitor with some knowledge 
of estate planning and related subjects, 
to start at salary between $6,000 and 
$7,500. No age limit. 67-8 


Texas trust department needs assistant 
trust officer under 45. See ad H-65-3 


A A A 


New Trust Powers, Mergers 
and Change of Name 

Los Angeles, Cal. — Directors have 
agreed on basic terms of merger between 
SECURITY-First NATIONAL BANK and 
FARMERS & MERCHANTS NATIONAL BANK 
under name of former, creating a $2.5 
billion bank. 


Indianapolis, Ind. — Effective Septem- 
ber 1, FIDELITY TRUST Co. and the 
BANKERS TRUST Co. will merge under the 
title of FIDELITY BANK & TRUST Co. 
L. S. Binkley, now vice president and 
trust officer of Bankers, will become a 
vice president, and all other personnel 
of that Company retained. 

Huntingburg, Ind. — First NATIONAL 
BANK has been granted trust powers. 

New Harmony, Ind. — NEw HARMONY 
NATIONAL BANK has been granted trust 
powers under the Federal Reserve Act. 

Lexington, Ky. — SECOND NATIONAL 
BANK has changed its title to SECOND 
NATIONAL BANK & TRUST Co. upon re- 
ceiving trust powers. J. H. Graves 
elected vice president and trust officer in 
charge of the new trust department. 

Glen Cove, N. Y. — GLEN COVE NASSAU 
UNION Trust Co. changed its name to 
NASSAU TRusT Co. 

Durham & Winston-Salem, N. C. — 
Merger of the FIDELITY BANK oF DuUR- 
HAM with the WACHOVIA BANK & TRUST 
Co. of Winston-Salem has been approved 
by the Banking Commission, under the 
Wachovia name. 


Carlisle & Harrisburg, Pa. — More 
than 75° of shareholders of both CArR- 
LISLE TRUST Co. and the DAUPHIN 


Deposit Trust Co. (Harrisburg) have 
approved merger of the two institutions 
under the name of the latter. 


McKeesport, Pa. — First NATIONAL 
BANK of McKeesport consolidated with 
the First NATIONAL BANK of Braddock, 
under the title of WESTERN PENNSYL- 
VANIA NATIONAL BANK, McKeesport. 

Philadelphia & Bristol, Pa. — Subject 
to approval of shareholders and super- 
visory authorities, directors approved 
merger of the DELAWARE VALLEY BANK 
& Trust Co., Bristol, and the PHILA- 
DELPHIA NATIONAL BANK, under the 
latter’s name. C. J. Waterman, now 

Richmond, Va. — Approval of merger 
of MECHANICS & MERCHANTS BANK with 
the CENTRAL NATIONAL BANK, under the 
name of the latter, was voted upon by 
stockholders. 





IN MEMORIAM 


CLoypD H. HUFFARD, assistant vice 
president of CHASE MANHATTAN BAnk, 
New York. Formerly in estate planning 
as asst. trust officer, he later was in 
charge of business development activiiies 
for the bank. 


Louis H. ROSERERRY, former state 
Senator and vice president and manager 
of the Trust Department of SEcurity- 
First NATIONAL BANK, Los Angeles, 
who contributed substantially to the de- 
velopment of the trust business in Cali- 
fornia and was nationally recognized as 
an authority on fiduciary legislation. 

A & & 
Calendar of Trust Events 
Aug. 27-30—American Bar Association, 

Dallas 
Sept. 2-5 — Texas Bankers Conference, 

Austin 
Sept. 4-8 — Tennessee Bankers Confer- 

ence, U. of Tennessee, Knoxville 
Sept. 5-14 — Illinois Bankers School for 

Development of Junior Executives, 

Southern Ill. U., Carbondale 
Sept. 10-13 — Vermont-New Hampshire 

School of Banking, U. of Vermont, 

Burlington 
Sept. 17-20 — National Association of 

Bank Auditors & Comptrollers, Wash- 

ington, D. C. 

Sept. 17-21 — National Association of 

Bank Women, Minneapolis 
Sept. 22-28 — National Association of 

Life Underwriters, Washington, D. C. 
Oct. 7-11 — Financial Public Relations 

Association, Dallas 
Oct. 18-19 — N. Y. State Trust Division, 

Albany 
Oct. 21-24—American Bankers Associa- 

tion Annual Convention, Los Angeles 
Nov. 9-10—Washington Bankers Study 

Conference, Seattle 
Nov. 15-16—ABA Mid-Continent Trust 

Conference, Chicago 





OPPORTUNITY 
FOR TRUST OFFICER 


Trust Institution in San Antonio, Texas, 
seeking qualified Assistant Trust Officer 
below age of 45. Position offers substan- 
tial opportunity for advancement. Full 
background information required. Salary 
open. Contact: 


Box H-65-3, Trusts and Estates 
50 East 42nd St., New York 17 








CORPORATE TRUST MAN 


Growing and profiitable corporate trust 
division in Pennsylvania bank seeks €x- 
perienced man, 35-50, preferably with 
legal training, to replace retiring division 
head. Salesmanship and personality im 
portant. Salary $10,000 or better. 

Box H-67-2, Trusts and Estates 

50 East 42nd St., New York 17 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


“Newton’s Living Legend”—-the story 
of the 275 year old Woodward estate — 
marks the first time that the trust de- 
partment of Newton-Waltham (Mass.) 
Bank & Trust Co. has been asked to 
have an estate established as a place of 
historical interest. The full page ad con- 
tains the story of the house that was 
home for eight generations of one family 
until it came into the hands of the bank 
to be sold. Five views of the house illus- 
trate the ad, as well as a facsimile of the 
original deed and a map giving the lo- 
cation. The house is personified and tells 
its own story, concluding with the hope 
that perhaps a member of an historical 
society, or a philanthropist, or “you”— 
the reader—‘will telephone Mr. Palen, 
the trust officer of the bank” and say 
that there is still a place for the house 
in this 20th century world. 


“Are you enjoying your money?” in- 
quires an ad of Philadelphia National 
Bank, picturing a man and woman about 
to land a tremendous fish at the stern 
of the “Dinah Lou.” The text describes 
the bank’s investment management ser- 
vice and suggests, “If your business 
achievements have earned you the right 
to be free of anxiety regarding money, 
why not start to collect what is due 
you?” 


“Only an experienced swimmer is safe 
beyond his depth” observes an ad from 
First National Bank, Newport News, Va., 
which immediately adds, “the law is be- 
yond the depth of all but lawyers.” The 
text then discusses the fact that you can 
write your own will and still it may not 
do what you had in mind. An attorney 
should write, or review. one’s will, and 
an “added safeguard” is to appoint the 
bank executor and trustee. 


“Do it Now” is the theme of a Bridge- 
port (Conn.)-City Trust Co. ad about 
wills. Besides the fact that “you never 
know what tomorrow will bring,” there 
are “even better reasons and cheerful 
ones.” the ad says. It cites particularly 
security for the family and the satisfac- 
tion that comes when, “having acted 
with decision and forethought.” a good 
job is well done. 


Vhere is the money coming from?” 
asks Commerce Union Bank, Nashville. 
The text explains that estate taxes. debts 
an’ settlement costs must be paid — 
there is no choice — but there is a 
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choice in the source of funds. After list- 
ing some of these sources . . . “life in- 
surance, savings accounts, U. S. Govern- 
ment bonds, stocks and other property” 

. the ad states that “many persons 
use life insurance as the basic source of 
cash . . . This plan avoids the forced 
sale of valuable assets.” Copies of the 
ad, with covering letter, were sent to 
life underwriters in the area. 


“That man may settle your estate,” 
comments First National Bank & Trust 
Co., Macon, Ga., in an ad which shows 
the rear view of a man about to board 
an ocean liner. The point is developed 
that without a will one’s executor may be 
a complete stranger. 


“For an hour she was going to be my 
executor,” observes the man in an ad 
from First National Bank, Fort Myers, 
Fla. “Then I started looking into a few 
of the duties in settling even a small 
estate. | had no idea how complex the 
job was! It didn’t make sense to load 
her with still more problems—so I 
named my bank.” The ad pictures the 
face of the man, and in the background 
his wife and child, making it perfectly 
clear who is the “she” mentioned. 


“He bought her the year he made his 
will,” remarks an ad from Hamilton Na- 
tional Bank, Chattanooga, which pic- 

















He bought her the year he made his will. 


tures two men talking while one of them 
paints the hull of a sailing yacht. “And 
she’s still a pretty good boat! Because 
he has kept her up to date — made re- 
pairs as they were needed — replaced 
obsolete equipment. But how about his 
will? . . .” 


Bocklets & Direct Mail 


“How Women Can Manage Money” 
is a direct conversation — in print — 
with Margaret Thompson, banking 
counselor for women at Mercantile Trust 
Co., St. Louis. Besides checking and sav- 


ings accounts, the booklet discusses the 
question, “How can I help provide for 
my family’s future?” The reader and 
her husband are advised to do their es- 
tate planning, be sure they have accur- 
ate up-to-date wills, and to take good 
care of family records. It offers the fidu- 
ciary and safe-keeping services of the 
bank. An enclosed postal card gives the 
reader easy opportunity to ask for more 
information on six named topics or on 
a subject of her own choosing. 


Remarkably attractive is the artist’s 
drawing of the projected new building 
for Harvard Trust Co., Cambridge, 
Mass. The bank’s folder explains how 
the new building — which will include 
expanded trust facilities — will preserve 
the architectural harmony of Harvard 
Square. 


“Pilots and Pilot Boats of Boston 
Harbor” by Ralph M. Eastman is the 
latest — and fortieth — brochure in the 
series of historical booklets issued by 
Second Bank-State Street Trust Co., Bos- 
ton. Well illustrated with photographs, 
the stories range from the beginnings 
of pilotage in Boston harbor to the 1955 
towing of the huge “Texas Tower” to 
its position as a U. S. radar post 110 
miles off Cape Cod. The introduction by 
the chairman and president of the trust 
company expresses the hope that “the 
impression received will be so favorable 
the reader will feel that our publications 
typify the institution which issues them 
and that the high standard maintained 
in their form and material is character- 
istic of the banking and trust services 
we render.” 


Syndicated monthly letters to lawyers 
in use by the Bank of Melbourne and 
Trust Co., Melbourne, Fla., are accom- 
panied by a bank-prepared covering let- 
ter in which trust officer Ray W. Lynd 
adds his own suggestions of points to 
keep in mind when dealing with clients, 
as well as ways in which the bank and 
the lawyers can cooperate further. 


A folder sent to customers who have 
already named Fulton National Bank, 
Ailanta, as executor and trustee explains 
to them why they will receive from time 
to time communications about wills (in- 
cluding copies of ads). The reason, of 
course, is to remind them to keep their 
wills up to date, and the same folder 
lists 14 conditions which may indicate 
the need for revision of a will. The bank 
also sends letters to all will customers 
at intervals of about three years, and 
personal calls are made on the more 
important customers. 
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A booklet — “Do I Need a Will?” — 
prepared by the State Bar of Texas as a 
public service has been sent with a 
monthly mailing to prospects of Mer- 
cantile National Bank, Dallas. In ques- 
tion and answer form it discusses: 
Texas law affecting wills; taxes and 
wills; mail order wills; and “Things to 
Remember.” This last topic covers intest- 
acy, where to keep wills, and the facts 
that a will does not increase but may re- 
duce probate expenses, that life insur- 
ance does not take the place of a will, 
and that homemade wills are dangerous. 


A series of attractive 5” x 7” book- 
lets are used by Omaha National Bank 
to present a number of important mes- 
sages from the trust department. One 
discusses life insurance and what it can 
do. It’s title is “We have never heard a 
widow say, ‘My husband carried too 
much life insurance’.” Two booklets— 
one brief and suggestive, the other con- 
taining more detailed explanation—pre- 
sent the advantages of investment agency 
service. “Making Your Will do Double 
Duty” discusses the importance of get- 
ting the best executor and trustee. “How 
Much?” suggests an estate analysis, and 
“The Fable of the Red Men and Mr. 
Brown” enlightens the reader on estate 
shrinkage and what can be done about 
it. A separate brochure, not in the series, 
shows by text and chart the amount of 
tax savings available to a typical estate 
through several methods of distribution. 


In “Exploding 8 Mistaken Ideas” De- 
troit Wabeek Bank & Trust Co. deals 
with some of the common misconcep- 
tions about a corporate fiduciary. The 
“Mistaken Ideas” covered are: that it 
costs too much to name the trust com- 
pany; that the company settles only 
large estates; that it doesn’t act as co- 
executor; that joint property eliminates 
the need for wills; that you don’t need 
a will if most of your estate is in life 
insurance; that your wife gets every- 
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Recent window display of Chartered Trust Co., Toronto. Displays of this type run about 


three weeks, those for charitable campsigns or special events two weeks. Where possible. 

displays are subsequently moved to the Deer Park branch in a residential area. Annual 

cost at head office is about $3,000 and at branch office $2,000. Chartered Trust considers its 
window displays “the most successful form of advertising we do.” 





thing if you leave no will; that you are 
doing a friend a favor in naming him 
executor; that a trust company is cold 
and unsympathetic. Each topic occupies 
one page of the booklet. 


A unique subject in the field of trust 
literature for customer and prospect dis- 
tribution is covered in the “Trust Com- 
mittee and the Trust Investment Com- 
mittee” folder of National Shawmut 
Bank, Bosion. Each committee receives 
a one-paragraph explanation of its duties 
followed by a list of the members and 
the qualifications of each in terms of 
positions held. 


A Probate Chart, distributed by Un- 
ion Title Insurance & Trust Co., San 
Diego, shows the multitudinous steps 
which the trust department takes in the 
administration of estates, and contains 
a few paragraphs of comment. 


Forums 


A finance forum breakfast was con- 
ducted for the wives of the bankers at- 
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tending the Washington Bankers Asso- 
ciation convention in Seattle, June 8-9. 
Hal L. Nutt. director of the Life Insur- 
ance Marketing Institute of Purdue Uni- 
versity, spoke on “Your Life and Your 
Money,” and Robert M. Alton, vice 
president and director of United States 
National Bank of Portland, 
“*Trust’ in Your Future.” 


discussed 


A women’s finance forum will be 
sponsored in the fall by Liberty National 
Bank & Trust Co., Oklahoma City. The 
four morning meetings in October and 
November will be open to all women 
who want to attend. Officers of the bank 
will discuss such topics as checking 
accounts, insurance, investments, wills, 
and trusts. 


A second women’s finance forum will 
be put on in October by Berks County 
Trust Co., Reading, Pa. Ralph G. Engels- 
man of New York and Nancye B. Staub 
of Morristown, N. J., will be the speak- 
ers. 


The eighth financial forum in a semi- 
annual series was conducted this spring 
by American Security & Trust Co., 
Washington, D. C. Officers of the trust 
company discussed the banking system, 
real estate, tax return requirements, in- 
vestments, and wills, trusts and estate 
planning. 


A A A 


@ Forty-four seniors and 54 freshmen, 
from 39 states, Puerto Rico, Mexico, and 
Switzerland attended the ninth session of 
the School of Financial Public Relations 
on Northwestern University’s Chicago 
campus, July 16-28. Since its founding in 
1948, the school has graduated 288 stu- 
dents. 
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Connecticut Trust Division 
Conducts Fee Survey 


STUDY OF INFORMATION RELATED TO 
A the determination of fees has been 
made by a subcommittee of the Trust 
Division of the Connecticut Bankers As- 
sociation. The subcommittee, consisting 
of John E. English, trust officer, First 
National Bank & Trust Co., New Haven, 
John H. McBride, vice president and 
trust officer, Hartford National Bank & 
Trust Co., and Paul A. Peasley, vice 
president and trust officer, Stamford 
Trust Co., received replies from 46 
banks, a summary of which is printed 
herewith: 


General 


1. When was any substantial 
revision last made in your rate 
schedule ? 
Prior to 1950 16 
Since 1950 30 
(many in last two years) 
2. If any recent change made, 
was it based on a cost analysis 
of your trust department con- 


ducted: by yourselves 8 
by an outside firm 2 
no cost analysis 24 


3. If such cost analysis made, 
do you continuously apply it to 


individual accounts? Yes 6 
No 4 

4. Do you have a _ printed 
schedule of your trust fees? Yes 17 
No 28 


If so, do you distribute it 

generally among your customers 
and prospects ? Yes 12 
No 5 

5. In making any fee sched- 

ule change 
(a) Notified customers in 
advance of the first increased 


charge 19 
(b) Notified concurrently 

with first increased charge 7 
(c) Not notified at all 14 


6. If you gave notice of the 
increased charge, did you indi- 
cate the amount of the increase? 
Yes 22 
No 4 


7. State briefly the custom- 
ers’ reaction to the change in fees. 
Those answering this ques- 
tion generally stated that 
their customers’ reaction 
had been favorable. 


Trust and Agency Accounts 
(full investment responsibility ) 


1. How do you compute an- 
nual fees? 


(a) On income alone 7 
(b) On principal alone 5 
(c) Partly on each 34 


2. Do you generally appor- 


tion your fee between income and 
principal ? 


Aucust 1956 


(a) For testamentary 4. In making principal 
trusts Yes 14 charges, do you apply them to: 


No 12 Market or sound value 37 
(b) For voluntary trusts Yes 12 Inventory or cost 3 
No 12 5. If market valuations used 
(c) For agencies Yes 4. as basis, how frequently is base 
No 15 adjusted for changes? 

(This question also asked “In Annually 24 
about what per cent of these ac- Semi-Annually 8 
counts do you generally appor- Quarterly 3 
tion your fee between principal 6. Do you generally take 
and income?” The answers were opening fees on the acceptance 
too varied to tabulate.) of an account? 

3. Do you generally charge Testamentary Trust Yes 6 
your fees No 37 

Voluntary Trust Yes 9 
Annually 20 No 35 
Semi-Annually 10 Agency Yes 3 
Quarterly 17 No 41 
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BECAUSE Chicago Title and Trust Company is 
unique in Illinois for its length of experience and 
range of facilities. Active in trust administration 
for over 65 years, it offers many services including: 


® Testamentary Trust ® Title Guarantee Policies 
® Living Trust @ Escrow 
, ‘ ® Pension Trust ® Registrar 
00.09 9a On ® Investment Counsel ® Transfer Agent 
‘ovoeeeees ® Ancillary Administration © Land Trusts 





**,  Youchoose well when you choose Chicago Title and 

he ys * var ® re ee ~ 

OOOO “eee Trust Company to serve you and your customers 

OOOOOOG oy on all fiduciary matters affecting Illinois property. °,".'.'.'s'.'s's 
° 7 
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PROPERTY 
IN CANADA 


The appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization 
and transfer of 
American owned 
property in 
Canada. 
Enquiries Invited 


National 


Trust 


COMPANY 


LIMITED 





20 King Street East 
Toronto, Canada 


Montreal Hamilton Winnipeg 
Edmonton Vancouver Victoria 
Calgary 





Assets Under Administration 


Exceed $500,000,000 
Annual Report on Request 
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7. Do you generally take clos- 
ing fees on the termination of 


an account? Yes 
No 
8. Do you waive opening and 
closing fees when accounts 


change from one type to an- 
other? (For example, when a 
Trust terminates and you retain 
the assets in an agency) Yes 


No 


9. Do you in any case take 
closing fee on: 
(a) partial termination of 
a trust Yes 
No 
(b) discretionary payment 
of principal Yes 


No 

(c) voluntary withdrawal 
of principal Yes 
No 

10. Do you have minimum 
annual fee? Yes 
No 

If yes, do you try to apply 
it without exception ? Yes 
No. 


11. Is any substantial effort 
made to charge additional fees 
for the following types of 
service ? 

(a) Real Estate Management Yes 


No 
(b) Real Estate Sales Yes 
No 
(c) Real Estate Long-term 
Leases Yes 
No 
(d) Mortgage Servicing Yes 
No 
(e) Management of business 
interests Yes 
No 
(f) Income tax advice letters Yes 
No 
(gz) Income tax returns for 
individuals Yes 
No 
(h) Frequent statements and 
remittances Yes 
No 
(1) Payment of personal bills Yes 
No 


(j) Purchase or sale of securi- 
ties for non-trust customer 

Yes 

No 
12. Do you have special fee 
schedules calling for lower 

charges on: 

(a) Custodial accounts without 


investment responsibility Yes 
No 

(b) Investment advisory ac- 
counts Yes 
No 
(c) Other limited agencies Yes 
No 


13. If the answer to 12(a) is 
“Yes”,.do you compute your fee 
on one or more of the following: 


(a) Percentage of income 
collected Yes 
No 
(b) Number of shares in 
account Yes 
No 


28 
12 


30 
14 


il 
27 
19 
20 


“1 0 


(c) Number of security issues 


held Yes 
No 
(d) Par value of bonds in 
account Yes 
No 
(e) Number of security trans- 
actions Yes 
No 


14. Do you deviate from 
regular fees when you have an 
individual acting as a co-trustee 
with the bank? Yes 
No 


Estates 


1. Do you charge an addi- 
tional fee based on income col- 
lected during settlement? Yes 
No 

2. Do you charge an addi- 
tional fee based on _ property 
passing outside the will (jointly 
owned property, insurance, etc.) 
which is included in the taxable 
estate? Yes 
No 


? 


3. Do you have a regular 
schedule to determine additional 
charges referred to in 1 and 2’ 
above? Yes 
No 
4. When estate assets have 
appreciated or depreciated dur- 
ing settlement, do you adjust 
your fee for: 
Appreciation Yes 
No 
Yes 
No 


Depreciation 


5. On estates which require 
more than normal period of time, 
do you take part of your fee 
prior to an accounting? Yes 
No 


Miscellaneous 


A. What is your fee for trust 
account with full investment su- 
pervision having a market value 
of $100,000 and an assumed yield 
of 4%? 


$200 - $250 
251- 300 
301- 350 
351- 400 
401- 450 


B. What is your fee for sett- 
ling a normal estate with an 
inventory value of $100,000? 

$2,000 - $2,100 


2,101 - 2,250 

2,251- 2,750 

2,751 - 3,000 
A dh 


MARYLAND TRUST SAVINGS UP 14% 


@ Current operating earnings of 
trust departments of Maryland 
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banks and trust companies for the cal- 


endar year of 1955 reached the sum 


of 


$4,248,604, according to the annua! re- 
port of Bank Commissioner W. H. kirk- 
wood, Jr. This represents a gain of 14% 


over the $3,723,365 earnings of 1954. 
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ESTATE TAX 


Life estate with power in surviving 
spouse to invade corpus qualifies for 
marital deduction. Decedent left residue 
of estate in trust, with income payable 
to his wife and children. If widow re- 
quired sums in excess of those provided, 
she had right to invade corpus. She was 
to be “sole judge” of how much she 
should require. Commissioner disallowed 
marital deduction claimed for value of 
bequest on ground that power to invade 
principal did not constitute power of 
appointment exercisable in all events. 


HELD: For estate. Under local Penn- 
sylvania law, court found that unlimited 
power to consume principal satisfies test 
of power of appointment. Nothing in 
will or in local law limited surviving 
spouse’s discretion. She had unlimited 
power to invade and consume principal 
even to extent that she could exhaust 
corpus and destroy remainder. Est. of 
Harry A. Ellis v. Comm., 26 T.C. No. 
8, June 26, 1956. 


Charitable remainder subject to right 
to invade must be fixed and capable of 
being stated in definite terms of money. 
Decedent created testamentary trust, net 
income of which was to be paid to his 
sister for life with remainder to be di- 
vided between two charities. Trustee was 
authorized to pay life income beneficiary 
out of principal “such sum or sums as 
she may from time to time request in 
writing, not, however, exceeding the ag- 
gregate amount of $3,000.00 in any one 
period of twelve calendar months.” Ad- 
ditionally, trustee had sole discretion to 


| make payments out of principal to ex- 


tent it deemed necessary for reasonable 
and comfortable support of life tenant 


in accordance with her station in life. 
In making these payments, trustee was 
to take into consideration total financial 


resources of sister. At time of decedent’s 
death, trust estate was capable of pro- 
ducing income of $7,500.00 per year. 
Sister further was receiving $1,000.00 
per year from investment of insurance 
proceeds as well as pension of $2,000.00. 
This was in addition to her right to with- 
draw $3,000.00 of trust corpus and en- 
tire amount of insurance principal. In 


View of sister’s tastes and habits, likeli- 
hood of invasion of trust corpus was 
Aucust 1956 


FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 


Foosaner, Saiber & Schlesinger, Newark, New Jersey 


remote. Commissioner disallowed chari- 
table deduction. 


HELD: For estate. Beneficiary’s re- 
sources were sufficient for her comfort, 
welfare and support in accordance with 
her station in life. Therefore, standard 
for measuring present value of remain- 
der interest was fixed and capable of be- 
ing valued. Mercantile Safe Deposit and 
Trust Co. v. U.S., D.C. Md. June 21, 
1956. 


Power exercisable only in case of 
special emergency does not constitute 
definite external standard. In 1931 donor 
created three trusts for sons, nam- 
ing himself as trustee. He retained broad 
powers over income and principal, in- 
cluding power in his absolute discretion 
to distribute all or any part of princi- 
pal should “special emergency” arise. 
Commissioner included trust corpus in 
decedent’s estate on ground that decedent 
had reserved power “to alter, amend, or 
revoke.” 


HELD: For Commissioner. Power was 
not measured by definite or determinable 
standard. Beneficiaries had no present 
right of enjoyment. Further, decedent 
had right to distribute all of principal 
and terminate trust. These powers are 
tantamount to power “to alter, amend, 
or revoke” if not limited by definite ex- 
ternal standard. Michigan Trust Co. v. 
Kavanagh, D.C. E.D. Mich., Dec. 30, 1955. 


State court ruling on whether Federal 
statutory standard met not binding on 
Federal court. Under terms of trust in- 
strument, trustee had discretion to dis- 
tribute all or any part of trust property 
to beneficiary at any time or in any 
manner or amount, should trustee deem 
special emergency to arise. State court 
had held power of invasion was limited 
power measurable by definite standard 
and subject to chancery jurisdiction of 
such court. Estate contended state court 
decision was binding on Federal court. 


HELD: For Commissioner. Here issue 
is whether statutory standard or criter- 
ion laid down by Internal Revenue Code 
has been met, and not whether state 
court decision as to property right is 
binding on Federal court. This is federal 
question which state court is without 
power to decide. Michigan Trust Co. v. 
Kavanagh, supra. 


Employment agreement valued on basis 
of actual life expectancy rather than 
mortality tables. In May, 1948, decedent 
and employer entered into agreement 
providing that upon his death certain 
benefits were to be paid to his surviving 
spouse for remainder of her life. On Feb- 
ruary 15, 1951, parties entered into sec- 
ond agreement modifying and amending 
first. Decedent died in 1952 and value of 
contract was returned for estate tax pur- 
poses based upon values given in mor- 
tality tables of Commissioner. Later, ex- 
ecutor filed claim for refund on ground 
that value reported was excessive, and 
that it should have been based upon 
widow’s actual life expectancy deter- 
mined from her physical condition and 
not from mortality tables. She was then 
44, 


HELD: For estate. Proper basis of 
valuation was actual life expectancy of 
widow. By virtue of her actual physical 
condition then existing her life expect- 
ancy was only ten years. Dalton v. Camp- 
bell, D.C.S.D. Ind., April 20, 1956. 


Tax lien does not attach to life insur- 
ance proceeds. Government sought to at- 
tach proceeds of insurance to extent of 
cash surrender value as of date of tax- 
payer’s death. 


HELD: Court held, despite eminent 
authority to contrary, that lien does not 
attach. Upon death, cash surrender value 
of policy merges into proceeds, and 
property interest which supported Gov- 
ernment’s tax lien prior to death has 
disappeared. Decedent’s right to cash 
surrender value under contract died with 
him and proceeds became payable to 
designated beneficiaries without being 
subject to Government lien. U. S. v. 
Hoper, D. C. N. D. Ill., May 29, 1956. 


Centingent fees incapable of deter- 
mination not includible in gross estate. 
At time of death, decedent, a lawyer, 
had performed certain work for clients 
on contingent basis. Services had not 
been completed and issues’ involved had 
not been determined. Several years later 
executors received payments. Of four 
fees in issue, three were fixed by court 
order. Commissioner included subsequent- 
ly recovered fees in value of estate. 


HELD: For estate. At time of death 
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value of services was incapable of de- 
termination. Court action based on value 
of services performed would not have 
been possible. Therefore, subsequently 
recovered fees were not includible in 
gross estate. Est. of Nemerov v. Comm., 
T.C. Memo 1956-164, July 11, 1956. 


Bequest of specific sum to nurses en- 
rolled in and attending School of Nurs- 
ing qualifies as charitable deduction. De- 
cedent left residuary estate in trust for 
benefit of nurses attending Lutheran 
Hospital School of Nursing, non-profit 
organization. Income and principal, if 
necessary, were to be used to pay $150 
to each of nurses then enrolled, and 
$100 to those who subsequently enrolled. 
School did not receive any payment di- 
rectly. Executors claimed deduction in 
amount so expended on ground that it 
represented educational. bequest. Com- 
missioner disallowed deduction, contend- 
ing that bequest was not exclusively for 
religious, charitable or educational pur- 
poses, and that it was in effect compen- 
sation to nurses. 


HELD: For estate. Since decedent was 
not obligated to nurses, bequest did not 
constitute compensation. Word “exclu- 
sively” used in statute has been liberally 
construed. Bequest is deductible if gen- 
eral or predominant purpose is_ re- 
ligious, scientific or educational. Fact 
that use of fund was not limited to 
tuition and some of students may not 
have needed assistance were found not 
to be material by court, since incidental 
expenses are necessary to over-all train- 
ing, and community as whole benefited 
from aid given. Est. of Harley J. Davis 
v. Comm., 26 T.C. No. 67, June 14, 1956. 


Note to family members for love and 
affection not deductible from decedent’s 
estate. Decedent had given certain in- 
terest-bearing notes to his wife and chil- 
dren. Interest had been paid in full at 
end of each year. Executors deducted 
face amount of notes upon estate tax re- 
turn. 
tion. 


HELD: For Commissioner. To be de- 


Commissioner disallowed deduc- ° 


ductible, notes must have been issued for 
adequate consideration in money or 
money’s worth. Here notes did not arise 
out of ordinary business transaction but 
were in fact gifts. Decedent received 
no consideration which could be measured 
in money or its equivalent. Embry v. 
Gray, D.C. W.D. Ky., April 30, 1956. 


GIFT TAX 


Transfer of remainder interest to adult 
daughter pursuant to decree of divorce 
taxable as gift. Taxpayer, as part of 
property settlement and pursuant to di- 
vorce decree, created trust under terms 
of which his divorced wife was life bene- 
ficiary and his adult daughter had re- 
mainder interest, with power of appoint- 
ment over corpus. Trustee had discretion 
to invade principal for wife’s comfort 
and maintenance. Wife’s yearly income 
approximated $23,000.00, thus making 
likelihood of invasion of corpus extreme- 
ly remote. Taxpayer contended transfer 
to daughter did not constitute taxable 
gift inasmuch as creation of trust was 
result of divorce decree. 


HELD: For Commissioner. Under 
local state law, taxpayer was under no 
obligation to support his adult daugh- 
ter. Thus, the decree provision creating 
the trust and remainder interest de- 
pended for its validity upon consent of 
settlor of trust and was not product of 
litigation of divorce court. Arrangement, 
therefore, is taxable as transfer without 
adequate or full consideration in money 
or money’s worth. Wiedemann v. Comm., 
26 T.C. No. 70, June 18, 1956. 


Gifts of trust income incapable of val- 
uation where trust principal could be 
invaded. In 1950, donor transferred stock 
to irrevocable trust, annual income from 
which was to be distributed to named 
beneficiaries. Trustee had discretion to 
invade corpus for beneficiaries’ educa- 
tion, maintenance and support. Commis- 
sioner disallowed exclusions claimed 
against value of income interests. Tax 
Court sustained Commissioner. 


HELD: Tax Court affirmed. At time 
of creation of trust, what part, if any, 
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of trust principal would be distributed 
was not known. Since any distribution 
would result in reduction of income-pro- 
ducing potential of trust, value of income 
interest was not definitely ascertainable, 
Annual exclusions are therefore unal- 
lowable. Est. of R. L. Herrmann y, 
Comm., 5th Cir., June 28, 1956. 


Election to take under will in lieu of 
share of community property resulted in 
gift. Taxpayer, in lieu of taking her 
share of community property under Cali. 
fornia law, elected to receive under de- 
cedent’s will specific bequest, and life 
income from residuary trust composed of 
almost all of community property. Com. 
missioner determined that election ef- 
fected gift to remainderman of reversion. 
ary interest of widow’s share of commun. 
ity property. Taxpayer argued that pro- 
vision in trust giving trustee discretion 
to invade principal to maintain her 
standard of living, in effect gave her 
more than she gave up. 


HELD: For Commissioner. Gift was 
made to remainderman to extent of tax- 
payer’s community one-half of principal 
reduced by value of interest she received 
in exchange. Large income of trust did 
not justify adding right to have prin- 
cipal invaded as one of things received. 
Mildred I. Siegel v. Comm., 26 T.C. No. 
91, June 29, 1956. 


Contingent enjoyment constitutes gift 
of future interest. Donor transferred 
stock in family-owned corporation to 
trust created by her for benefit of chil- 
dren. Corporation had right to purchase, 
each year, so much of stock as it de- 
sired. Proceeds of sale were to be paid 
over to beneficiaries of trust. Exclusions 
were claimed against gifts of stock made 
to trust. Commissioner disallowed ex- 
clusions on ground that gifts were gifts 
of future interests. 

HELD: For Commissioner. Enjoyment 
was contingent upon discretion of cor- 
poration in deciding whether or not to 
purchase stock from trustees. Goldstein 
v. Comm., 26 T.C. No. 60, June 12, 1956. 


REVENUE RULINGS 


ESTATE TAX: Estate tax deduction 
for income taxes computed on joint re- 
turn. Service has modified former rul- 
ing providing for amount of income tax 
allowable as deduction from decedent’s 
gross estate where decedent’s executor 
and widow file joint return for year in 
which decedent died. 

Where such joint return is filed, tax 
liability attributable to decedent for pe- 
riod covered by return shall be that 
proportion of joint tax liability which 
amount of income tax for which decedent 
would have been liable if he had filed 
separate return for that period bears t0 
total amount of income tax for which 
spouses would have been liable if both 
spouses had filed separate returns. Rev. 
Rul. 56-290, I.R.B. 1956-25, p. 63. 
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Trust Council Activities 
San Francisco—Newly elected officers 
are: Pres. — Kenneth C. Pfarrer, trust 
officer, Crocker-Anglo National Bank; 
Vice Pres. — Paul S. Jordan, attorney; 


¥Sec’y — William V. Regan, Jr., New 


York Life Insurance Co.; Treas.—Ro- 


Abert M. Gane, C.P.A. 


Sioux City, lowa — Officers of the 


|Siouxland Estate Planning Council for 
9 1956-57 are: Pres. — Byron L. Wilkin- 


son, C.P.A.; Vice Pres.—Marvin Klass, 
attorney; Sec’y-T'reas.—Leslie H. Olson. 
assistant cashier, Toy National Bank. 


St. Louis — Officers elected for the 
year beginning September 1, 1956, are: 
Pres. — Lon Stark, vice president, Se- 
curity National Bank Savings & Trust 
Co.; Vice Pres. — Richard T. Stith, Jr., 
C.L.U., general agent, New England 
Mutual Life Insurance Co.: Treas. — 
Herbert H. Frahm, assistant trust officer. 
Mercantile Trust Co.; Sec’y — Robert 
E. O’Brien, agent, New England Mutual 


Life Insurance Co. 


Charlotte, N. C. — An amendment to 
the Articles of Association passed at 
the recent annual meeting gives the Ex- 
ecutive Committee power to admit mem- 
bership life underwriters and trust offi- 
cers in the surrounding areas. Officers 
chosen for the coming year are: Pres.— 
J. S. Reilly, C.L.U., Mutual Benefit Life 
Insurance Co.; Vice Pres.—S. T. Thorne, 
Jr., trust officer, Wachovia Bank & Trust 
Co.; Sec’y-—Robert L. Hines, attorney; 
Treas.—J. E. B. Stuart. 


Houston — Recently elected officers 


are: Pres. — E. Dale Shepherd, C.L.U., 


president of Shepherd Agency; Vice 
Pres. — Robert K. Jewett, attorney: 
Sec’y — David Weintraub, vice presi- 
dent and trust officer, Bank of the 
Southwest; Treas. — Glenn Y. David- 
son, C.P.A, 

Richmond, Va. — Correction: The 


treasurer of the Richmond Council was 
erroneously named in the July issue 
ip. 618). It should read Richmond 
Moore, Jr. 

AA ao 


* A 55-page Handbook of Public Rela- 
tions for C.L.U. Chapters has been is- 
sued by the American Society of Char- 
tered Life Underwriters. It concentrates 
on the importance of public relations 
for the individual C.L.U. and for his 
Chapter and hence has the advantage of 
being specific and provocative. It deals 
with the objective of public relations, 
the various publics involved, the means 
of reaching them and the way to make 
g00d public relations news. 
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Approach to Fee Renegotiation 


The renegotiation of trust fees in any 
given case should be undertaken only 
after a most thorough study of the situ- 
ation, including the setting in which the 
trust instrument was drawn and any 
other connections that may exist be- 
tween the beneficiary and the bank. Al- 
bert S. Kemper, Jr., president of Premier 
Pocahontas Co., and a director of Flat 
Top National Bank, Bluefield, made 
these points before the Trust Division of 
the West Virginia Bankers Association 
at its July meeting in White Sulphur 
Springs. A cost analysis is essential, he 
said, and it should be understood that 
all this preparation will take consider- 
able time and expense in many instances. 


Further time should be expended in 
making a careful memorandum of the 
pertinent facts. This will enable the in- 
vestigator to present the case clearly to 
the trust committee or other group pass- 
ing on the decision to renegotiate or 
not. It will be indispensable in the hands 
of the bank’s representative, if renegoti- 
ation is authorized. 


It is also useful to demonstrate to the 
beneficiary that the fees being charged 
are far below those currently paid for 
comparable services. In West Virginia, 
for example, useful data for such pur- 
poses are available in the County Clerk’s 
office, where reports by trustees are filed, 
including the amount of compensation 
allowed. These reports may be inspected 
by anyone, and should be helpful in 
working up comparisons. 


The values of a letter as a means of 
approach to the beneficiary were recog- 
nized by the speaker, particularly where 
there are multiple beneficiaries, and the 
importance of winning the agreement of 
any individual who may be spokesman 
for the group. A personal interview or 
conference is preferable, however, when 
the beneficiaries are few and nearby. 


The bank’s representative approaches 
the beneficiary without legal armor, but 
with equitable appeal, Mr. Kemper said. 
If the case is without equity, it should 
never reach the stage of renegotiation. 
A well planned personal appeal carries 
much more force than the most adroitly 
written letter. Without the ingredient of 
“humility,” however, the negotiator 
faces almost certain defeat. 


One value of discussing renegotiation 
of fees, the speaker pointed out, is the 
resultant conviction that “an ounce of 
prevention is worth a pound of cure.” 
It may be better occasionally to lose the 
business of a trustor than to enter into 
a long-term arrangement under which 
the prospects of reasonably adequate 
compensation are at most quite uncer- 
tain and speculative. 


A A A 


Booklet on Transferring 
Farm Properties 


The recent address of Prof. John F. 
Timmons of Iowa State College before 
the Des Moines Estate Planning Council 
was based in part on a booklet he co- 
authored entitled, “Transferring Farm 
Property Within Families in Iowa.” It 
is Research Bulletin 394, first published 
by the College in 1953. 


The booklet was prepared with the 
cooperation of the College of Law and 
a large part of its 220 pages is devoted 
to what happens if there is no will and 
what can be made to happen by means 
of a will. Transfers before death are 
considered, and nine “tools for plan- 
ning the transfer of farm property with- 
in the family” are presented including 
life estate, life annuities and trusts. At- 
tention is paid to the impact of taxes 
and the need for cash. In the final sec- 
tion Prof. Timmons and his co-author, 
John C. O’Byrne, offer thirteen “Rules” 
for any farm family to consider. 
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THOMAS J. WATSON, chairman of the 
board of International Business Machines 
Corp., gave cash bequests totaling ap- 
proximately $1,000,000 to organizations 
and individuals. One-half the residuary 
estate is placed in trust under an agree- 
ment made by Mr. and Mrs. Watson as 
grantors. Proceeds of this trust eventual- 
ly will benefit Mr. Watson’s grandchil- 
dren, of whom there are now sixteen. 
The remaining one-half is bequeathed to 
Mrs. Watson as trustee for religious, 
charitable, scientific, cultural or educa- 
tional purposes. 


Organizations receiving bequests of 
$200,000 are The Brick Presbyterian 
Church of which Mr. Watson was a life 
elder; National Council, Boy Scouts of 
America, of which he was international 
commissioner; Salvation Army, of which 
he was a former director; and Roosevelt 
Hospital, of which he was a former trus- 
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tee and member of the executive commit- 
tee. 

Approximately $175,000 was _be- 
queathed to forty-two individuals in 
amounts of from one to five thousand 
dollars. These persons included secre- 
taries and former secretaries of Mr. 
Watson’s personal staff. 


Executors for the estate, believed to 
be upwards of $3,500,000, are Mrs. Wat- 
son and four children. 


ROBERT ROYCE WILLIAMS, former presi- 
dent of S. S. Kresge Co., left a will in 
which he ratified the terms of a post- 
nuptial agreement entered into with his 
wife on the same date. Under the will 
she receives only their residence, except- 
ing the summer home in Ontario which, 
like all household and personal effects, 
is given to Mr. Royce’s two sons. Leg- 
acies of $5,000 each go to five named 
grandchildren and any others living at 
the testator’s death. Two stepsons re- 
ceive $25,000 each. A local church and 
hospital are bequeathed, respectively, 300 
and 200 shares of Kresge stock. The resi- 
due of the estate passes equally to the 
two sons who are named with National 
Bank of Detroit as executors. The pro- 
bate estate is estimated in excess of $3 
million. 


G. FORREST BUTTERWORTH, member of 
New York law firm of Cadwalader, 
Wickersham & Taft and since 1940 Chan- 
cellor to the Bishop of the Protestant 
Episcopal Diocese of New York, be- 
queathed each of his three children 
$50,000 and authorized his executors to 





pay these legacies immediately after 
probate of the will. Similar authority js 
granted with respect to a $10,000 be. 
quest to his secretary and $5,000 to one 
“whose loyalty, efficiency and wit. have 
contributed so much to the happiness of 
my home.” 


Mr. Butterworth, who specialized in 
the administration of estates and trusts, 
gave his wife all “real and tangible per- 
sonal property” and directed that any 
question as to the meaning of that ex- 
pression is to be determined by the ex- 
ecutors, a son, a friend and United States 
Trust Co. of New York. The widow is 
given outright one-half of the adjusted 
gross estate determined by a. formula 
clause to obtain the maximum marital 
deduction for Federal estate tax. The 
residue, from which all death taxes are 
to be paid, is placed in trusts, one-half 
for the life income benefit of Mrs. But- 
terworth, the other half divided equally 
for the respective lives of the three chil- 
dren. On the widow’s death, the principal 
of her fund passes to Mr. Butterworth’s 
issue. The remainders of the children’s 
trusts will go as they may appoint by 
will among their respective spouses and 
issue. Trustees are the son and the 
trust company, the latter to receive as 
to each trust full commissions allowed 
by law to a sole trustee. 


Ceci B. THOMAS, vice president of 
Chrysler Corp. and president of Chrysler 
Export Corp., left an estate of approxi- 
mately $1 million. Having no children 
and his wife having predeceased him, he 
bequeathed all but $45,000 thereof to 
his sister and two brothers. The named 
sum is divided equally among a niece, 
nephew and a friend of his wife. 


A A A 


® A scholarship fund of $98,000 for the 
benefit of children of the Brotherhood 
of Locomotive Engineers will be estab- 
lished under the will of Frank P. Greene, 
a railroader for 54 years who died in 
July. 

® The late vice president Alben W. 
Barkley died without a will. 
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Books 


















14th Institute on Federal Taxation 


Edited by HENRY SELLIN. Matthew Bender 
& Co., Albany 1, N. Y. 1631 pp. $25. 








The cost of this volume is indeed a 
small price to pay for some of the best 
tax brains in the country. Some 75 lec- 
tures at N.Y.U.’s now famed Institute 
(the 14th) last November are included, 
brought down to date where possible to 
reflect since issued regulations — final 
or proposed. They were presented by such 
well known names as Norman A. Suger- 
man, Laurence F. Casey, Frank B. Ap- 
pleman, George E. Cleary, Sydney A. 
Gutkin, George J. Laikin, Stephen T. 
Dean, James B. Lewis, Arthur B. Willis, 
Harry J. Rudick, Abraham 8S. Guterman, 
William J. Casey, and others too numer- 
ous to mention. 

















Nothing more can be done within the 
limits of this column than to enumerate 
some of the topics of particular interest 
to this audience. They include Charitable 
Foundations (seven papers on various 
aspects); Tax Problems in Administra- 
tion of Estates; Advantageous Uses of 
Revocable Trusts; Trusts for Minors, 
Terminable Interest and Marital Deduc- 
tion; Valuation in Dispositions of Prop- 
erty; Income, Estate and Gift Tax Prob- 
lems of Prenuptial, Separation and 
Divorce Property Settlements. 


Also, Simple and Complex Trusts; 
Utilization of Five-Year Throwback and 
Separate Share Rules; Short Term and 
Controlled Trusts; Trusts Taxed to 
Third Persons; Insurance Trusts; Stock 
Redemptions; Drafting Partnership Pro- 
Visions Applicable in Case of Death or 
Withdrawal; Stock Options; and Pen- 
sion and Profit Sharing (six lectures). 




















Advanced Life Underwriting and Tax 
Planning 





WILLIAM J. BOWE. State Farm Life Insur- 
ance Co., Bloomington, Ill. 231 pp. 







Although designed primarily for 
agents of the publisher, this manual (in 
its third revision) should prove very use- 
ful to other members of the estate plan- 
hing team. In his widely known lucid 
style, Professor Bowe deals with busi- 
hess insurance in its varied forms — 
keyman, credit, salary continuation, de- 
ferred compensation, and death benefit, 
48s Well as business purchase. There are 
‘separate chapters, respectively, on sole 
Proprietorship, stock purchase and part- 
hersh'p insurance. 

















The second part of the manual treats 
of the basic rules of estate, gift and in, 
‘ome taxation of personal life insurance, 
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followed by a chapter on tax planning. 
Part III covers estate planning gener- 
ally. 


In addition to forms interspersed at 
appropriate points throughout, there is 
a section of some 70 pages of illustra- 
tive agreements and documents which 
properly used can be most valuable. 
Among these are buy-and-sell agree- 
ments, marital deduction wills, “pour 
over” will, life insurance trust, trust for 
minors, and short term trust. 


ARTICLES 


Standard of Care for Corporate and 
Professional Trustees 


Note, Virginia Law Review, June (Clark Me- 
morial Hall, Charlottesville; $1.50). 


Should corporate and other profes- 
sional fiduciaries be held to a higher 
standard of care than that of the tradi- 
tional prudent man? The Restatement of 
the Law so suggests and a few cases 
have so held. Following analysis of the 
decisions which have taken a definite 
stand on the question, the student writer 
concludes that public representations of 
fiduciary skills (citing some ads in T&E) 
by corporate and professional trustees 
may influence more courts to apply a 
higher standard of care, while a similar 
result may flow from a trustee’s mere 
possession of superior skills. 


Life Insurance and the Statute of 

Wills 

PERLIE P. FALLON. Dickinson Law Review, 

Feb. (Carlisle, Pa.; $2). 

Inspired by the 1955 Wisconsin statute 
validating the designation of a testa- 
mentary trustee as beneficiary of life 
insurance, this article seeks to show that 
this act is valid in that it reflects the 
basic law of life insurance, and further 
to remove some of the alleged confusion 
caused by recent writings on the sub- 
ject. Beyond approving the testamentary 
trust device for this purpose, the Wis- 
consin law clarifies the matters of in- 
heritance taxes, creditors’ rights and 
family obligations. 


Basic Principles Underlying Duty of 

Loyaity 

EARL R. HOOVER. Cleveland-Marshall Law 

Review, Spring. 

This is a comprehensive review of the 
major decisions involving a_ trustee’s 
duty of undivided loyalty. The author, 
Judge of the Court of Common Pleas of 
Cuyahoga County (Cleveland), has han- 
dled some 200 cases or claims involving 
the rule, and has distilled therefrom and 
his research this approach: 1. Does the 
trustee have a conflict of interest; 2. 
Can the trustee render a disinterested 
judgment. It might be well for fiduciar- 
ies to reexamine these principles during 
this period of high values in anticipa- 
tion of claims that inevitably arise from 
a depressed market. 





An Unexplored Form of Insurance 

Trusts 

ALBERT MANNHEIMER, HENRY lL. 

WHEELER, Jr., and JOEL IRVING FRIED- 

MAN. Journal of Chartered Life Underwriters, 

Summer (3924 Walnut St., Philadelphia 4; 

$1.50). 

The income from an irrevocable trust, 
containing insurance on the settlor’s life 
and securities transferred by him, will 
be taxable to him only if they may be 
used to pay premiums “without the ap- 
proval or consent of any adverse party.” 
This article presents three examples of 
a trust whose income will not be so tax- 
able, and discusses as well the estate and 
gift tax aspects thereof. 


OTHER ARTICLES 


Further Victories in Buy-and-Sell 
Agreements, by Harold Kamens & Wil- 
liam A. Ancier: Journal of Chartered 
Life Underwriters, Summer (3924 Wal- 
nut St., Philadelphia 4; $1.50) 


Re-evaluation of Practice of Estate 
Planning, by Hugh Davy: Ibid. 


Family Financial Planning, by Ed- 
ward J. Mintz: Ibid. 


Changing. Role of Insurance Companies 
in Pension Field, by John M. Hines: 
Ibid. 


Why Should You Worry About a Will?, 
Geo. E. Ray & O. W. Hammonds: Ibid. 


Ancillary Administration of Decedent’s 
Stock, Note: N.Y.U. Law Review, June 
(Vanderbilt Hall, Washington Sq., New 
York 3; $2) 


Effect of Advancements, Debts and Re- 
leases When Expectant Distributee Pre- 
deceases Intestate, Comment: Michigan 
Law Review, May (Ann Arbor; $1.50) 


Will Draftsmanship and the New York 
Statutes, by Frank L. Weil: New York 
State Bar Bulletin, Feb. (99 Washing- 
ton Ave., Albany 10) 


Disposition of Accrued and Undis- 
tributed Income on Termination of In- 
terest of Beneficiary, by Robert H. 
Clements: Illinois Bar Journal, June 
(424 S. Second St., Springfield; $1) 


Continuation of Decedent’s Unincor- 
porated Business in Pennsylvania, Note: 
University of Pennsylvania Law Re- 
view, March (3400 Chestnut St., Phila- 
delphia 4; $1.25) 


Income and Transfer Taxes — Sug- 
gestions for More Realistic and Sound 
Transfer Tax Law, by John P. Goedert: 
Journal of Accountancy, July (270 Madi- 
son Ave., New York 16; 75¢) 


Uniform Gifts of Securities to Minors 
Act: A Consideration of its Merits, by 
Winsor C. Moore: University of Detroit 
Law Journal, March 1956. 


Are We So Sure a Non-grantor Trus- 
tee is Taxable in a Support Trust?, by 
William S. Moorhead, Jr.: Journal of 
Taxation, June 1956 (33 W. 42nd St., 
New York 36; $1.25) 
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ACCOUNTING — Court — Trustee 
Represents Beneficiaries in Hear- 
ing on Final Account 


New Mexico—Supreme Court 
In re Hickok’s Will, 297 P. 2d 866. 


This is an ancillary proceeding, dece- 
dent having been domiciled in Ohio. De- 
cedent devised a remainder interest in 
his New Mexico properties to 20 named 
charities. These charities filed a motion 
to set aside the final decree, because they 
were not served with notice as to the 
pendency of the ancillary proceedings in 
New Mexico, nor of the hearing on the 
final account. The apparent purpose was, 
if the decree were set aside then the 
ancillary executors would be served in an 
independent action to determine the val- 
idity of the will as to the New Mexico 
properties. 


Under the will the corpus of the estate 
is left in trust for 20 years, the income 
to be distributed to the charities. The 
will directs that no charity is to take 
unless it can do so without creating in- 
heritance or estate tax liability. The will 
further directed the executors to join in 
transfer of all partnership assets to a 
corporation to be formed pursuant to an 
agreement between the partners, taking 
stock in exchange. The New Mexico 
property was partnership property. 


HELD: Holders of contingent, equit- 
able interests in estate are not required 
by statute to be given notice of hearing 
of final account and report of executor. 
(Sec. 31-12-7, NMSA, 1953). Where in- 
terests of beneficiaries is contingent, 
they cannot be considered as legal re- 
maindermen. Beneficiaries of a _ trust 
take through it and their interests are 
represented by the trustee. Appearance 
of trustees and consent to decree cured 
any defect in service of notice on them. 


CLaims — Application of Nonresi- 
dent Creditor to Extend Time to 
File Denied 


Nebraska—Supreme Court 
In re McCleery’s Estate 76 N.W. 2d 459. 


An order fixing July 21, 1954, as the 
time for filing claims against the estate, 
was published as provided by law. Six 
months later, a creditor, resident of Cal- 
ifornia with notice of the death, but not 
of the published claim notice, applied 
for an order permitting his claim to be 
filed. The statute provides that if any 
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creditor applies for additional time for 
filing a claim within three months after 
the claim date, the court may “for good 
cause shown” allow further time in 
which to file. 


HELD: Denied. The court has no jur- 
isdiction to entertain an application un- 
less it is filed within three months of 
claim day. The statute makes no ex- 
ception for nonresident creditors or 
creditors not having actual knowledge 
of the time allowed for filing claims. 
Order barring claims not timely filed 
applies alike to just and unjust claims. 


CLaImMs — Beneficiary of Insurance 
Not Bound by Precatory Words to 
Pay Debts 

Washington—Supreme Court 


In re Milton’s Estate, 148 Wash. Dec. 625, 294 
P, 2d 412. 


Milton had a $10,000 National Service 
Life Insurance policy, the proceeds of 
which he desired to have applied to his 
business debts, funeral expenses, and 
the expenses of administration of his 
estate. He designated a friend, Minkler, 
beneficiary of the policy. By will, Milton 
left his business to two employees, and 
the residue to Minkler, on condition that 
Minkler pay the expenses of last illness, 
funeral expenses, costs of administra- 
tion, and debts of the estate, otherwise 

















to the two employees. The will “contem- 


plated” that the obligations would be 
paid from the insurance proceeds. 


Minkler did not know of the insur. | 
ance policy nor of the will until after | deat! 
Milton’s death. Minkler collected the in. | 
surance proceeds, and refused to assume 
any responsibility for the obligations of i 


Upon suit of the executors, | 
gCous 


the estate. 
the trial court ordered Minkler to pay 


$10,000 into the registry of the court for 


payment of obligations of the estate, 
and for further distribution. 


HELD: Reversed. By both state and 
federal statutes the proceeds of the in- 
surance policy are exempt from the 
claims of creditors. The intention of a 
testator to appropriate exempt property 
to the payment of debts must appear by 
clear and apt language. The contention 
that Minkler holds the insurance pro- 
ceeds in trust for the payment of debts 
is not sound because the insured did not 
communicate his wishes to the benefici- 
ary during his lifetime, and Minkler be- 
came entitled to the proceeds before he 
was advised as to what the insured con- 
templated he would do with the proceeds. 

The will does not direct the uses to 
be made of the insurance. “Contem- 
plated” as used in the will is a precatory 
word, a word of desire or expectation, 
and not of command. To impose a testa- 
mentary trust as to the use to be made 
of insurance proceeds, something more 
than a wish, desire, or expectation must 
be expressed by the testator. 


CONFLICT OF Laws — Probate De 
cree Not Conclusive on Construc- 
tion of Will 

Texas—Supreme Court 


Heinzman v. Coon, 290 S.W. 2d 219, reversing 
281 S.W. 2d 461, reported in Dec. 1955 
TRUSTS AND ESTATES 1095. 
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Testatrix was domiciled and died in 
Michigan in 1932. She left all of her 


Gestate to her husband, and further pro- 
sur. tl vided, “It is my desire that if at the 
fter | jeath of my said husband, Ralph S. 
Coon, there is anything held by him of 
ume {ie said Dow Chemical Stock and Dia- 
se : mond Ring, that it shall go to Aileen K. 
tors, | : : : 
pay | Cousin of mine, but if necessary, the 
; for | 


Heinzman, of Akron, Ohio, a Second 
said husband . . . may use the said stock 
or the proceeds thereof for himself dur- 
ing his life.” 

The husband, as executor, a few 
months later petitioned the Michigan 
Probate Court, “that the administration 
of said estate be finally closed and that 
the residue of said estate be assigned to 
this petitioner according to the provi- 
sions of said Will .. .”. The Michigan 
Court thereafter ordered that the residue 
of the estate be assigned, “To the said 
Ralph S. Coon the whole thereof.” 


The husband died in Texas in 1952, 
still owning the Dow Chemical stock. 
Aileen Heinzman brought suit against 
his estate, claiming the stock under the 
will of testatrix. 


HELD: The husband received only a 
life estate in the Dow Chemical stock. 
The Michigan Probate Court decree did 
not adjudicate the nature of the estate 
bequeathed to the husband, and therefore 
is not res judicata on the issue before 
this Court. 


DISTRIBUTION — Forfeiture Clause 
Satisfied Pretermitted Heir Statute 


California—Supreme Court 

Van Strien v. Jones, 46 A.C. 718 (June 28, 

1956). 

Decedent left his entire estate to his 
widow, and the estate was distributed 
to her. This action was brought by dece- 
dent’s daughter by a former marriage, 
aiming to be a pretermitted heir and 
that the widow held estate property un- 
der a constructive trust in plaintiff’s 
favor. The will declared: 

“If any person who is, or claims under 
or through, a devisee, legatee, or benefici- 
ary under this Will, or any person who if 
I died intestate would be entitled to share 
in my estate, shall, in any manner whatso- 
ever, directly or indirectly contest this 
Will . . . then I hereby bequeath to each 
such person the sum of One dollar ($1.00) 


only ef ee 


HELD: This clause was sufficient to 
satisfy the requirements of Section 90, 
Cal. Probate Code, which requires that in 
order to disinherit a child or issue of a 
deceased child it must appear from the 
will that the failure to provide for or to 
mention such heir is intentional. 


The court emphasized the language in 
the will, “any person who if I died in- 
‘estate would be entitled to share in my 
estate.” Two judges ‘dissented on the 
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ground that the clause relied on is 
nothing more than a “no contest” pro- 
vision. 


DISTRIBUTION — Oral Contract of 
Adoption Ineffective to Give 
“Child” Right to Inherit 


Mississippi—Supreme Court 
Brassiell v. Brassiell, 87 So. 2d 699. 


A, the complainant, contended that B 
and his wife contracted with C, when 
A was eight years old and in the custody 
of C, who then stood in loco parentis to 
A, to adopt A, raise her as one of B’s 
own children and make A one of his 
heirs. Although A was reared by B there- 
after, B never adopted A in accordance 
with the Mississippi adoption statutes. 


B died intestate and A contended that 
she had been adopted by contract, as one 
of B’s children within the meaning of the 
word “children” in the _ statutes of 
Descent and Distribution, and that she 
was entitled to inherit a portion of B’s 
estate. The defendant demurred to A’s 
Bill of Complaint and the demurrer was 
overruled. 


HELD: Reversed and remanded; the 
demurrer should have been sustained. 
The great weight of authority through- 
out the country, does not recognize the 
right to claim adoption and inheritance 
founded on an alleged oral contract. 


EXPENSES — Costs of Executor in 
Will Contest Recoverable Despite 
Executor’s Personal Interest 


Minnesota—Supreme Court 
In re Healy’s Estate, 76 N.W. 2d 677. 
Decedent left an estate in excess of 
$23,000 and was survived by a brother, a 
nephew and a niece who were her heirs- 
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at-law. By her purported will she be- 
queathed the bulk of her estate to her 
attorney and named him as the executor. 
In proceedings to admit the will to pro- 
bate it was found that the will was not 
procured through the exercise of undue 
influence but that decedent lacked testa- 
mentary capacity, and the will was dis- 
allowed. The attorney then filed a claim 
for $14,000 for his services, those of an 
attorney retained and for his costs and 
disbursements incurred in his unsuccess- 
ful attempt to sustain the will. This 
claim was based on a statute providing 
that an executor should be allowed his 
necessary expenses and disbursements in 
proceedings “in good faith and with just 
cause” to admit the will to probate. 


The probate court disallowed the claim 
in its entirety. The district court, on ap- 
peal, granted summary judgment against 
the claimant. On a second appeal, the 
main issue raised was whether’ the 
statute applied to the situation where the 
executor named in the will had a per- 
sonal interest in sustaining the will. 


HELD: Reversed. An executor’s per- 
sonal interest in sustaining a will does 
not of itself preclude him from receiving 
his expenses and disbursements in at- 
tempting to sustain the will. Such per- 
sonal interest, however, is a factor to be 
considered on the issue of “good faith 
and just cause” required by the statute. 
Inasmuch as there is a disputable issue 
of fact as to the claimant’s good faith, 
which issue cannot be decided on a mo- 
tion for summary judgment, the judg- 
ment of the district court must be re- 
versed and the case remanded. This ac- 
tion is not to be understood as indicating 
that the claim should be allowed, as it 
appears it may not have been in good 
faith and may be excessive in amount. 
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GUARDIANSHIP — Right of Deposi- 
tor’s Guardian to Revoke — Tenta- 
tive (Totten) Trusts 


California—District Court of Appeal 
Guardianship of Cuen, 142 A.C.A. 310 (June 
15, 1956). 

Cuen deposited $4,700 in a savings and 
loan association in the name of “Henry 
Cuen, trustee for Mrs. Chloe Hubbs, 
niece,’”’ Cuen was later declared incompe- 
tent and all his estate was exhausted for 
medical expenses and maintenance of his 
real properties except the deposit with 
the savings and loan association and two 
pieces of real property. Mrs. Hubbs filed 
a petition in the guardianship matter 
asking that all other assets of the estate 
be exhausted before any drafts were 
made on the tentative trust fund, basing 
her petition on Civil Code Section 3433, 
which provides in effect that when a 
creditor is entitled to resort to each of 
several funds, and another person has an 
interest in some but not all of them, the 
creditor may be required to seek satis- 
faction from those funds as to which 
such other person has no claim, so far 
as can be done equitably. On the hearing 
of the petition it was shown that the 
property was more valuable to the in- 
competent’s estate (in producing income) 
than the money constituting the tenta- 
tive trust. 


HELD: Title to a tentative or Totten 
trust continues in the depositor. The 
matter for determination is whether any 
or all the trust fund should be con- 
sumed in care of the incompetent and in 
maintenance of real properties rather 
than sell the realty for that purpose. 
Such a determination may be made after 
ascertaining the incompetent’s probable 
longevity, condition and cost of upkeep 
of realty, amount of taxes and insurance, 
and such other facts as will enable the 
court to determine the equities. The 
guardian cannot make such determina- 
tion. 


Petition for instructions pursuant to 
Probate Code Section 1516 is the appro- 
priate method for presenting the matter. 
The evidence required not having been 
presented, the lower court’s decision that 
there had to be a determination of title 
before spending the fund is reversed and 
the case sent back for further proceed- 
ings. 

NOTE: Clear implication is that a 
guardian has a qualified right, based on 
the incompetent’s necessities, to cause the 
trust fund to be consumed in his care and 
maintenance if necessary for that pur- 
pose, in the light of all circumstances. 


INSURANCE — Life — Beneficiary of 
Pledged Insurance Entitled Only to 
Excess Proceeds 


Pennsylvania—Supreme Court 
Goldstein Estate, 119 Atl. 2d 278. 


Decedent owned an annuity contract 


756 


with a death value of $51,000 which he 
pledged with a bank for loans of $49,000. 
The beneficiary was a minor daughter 
who died after decedent. At decedent’s 
death, the bank collected the proceeds of 
the policy and paid off the loan, leaving 
a balance of $1,700 payable to the bene- 
ficiary’s estate. Decedent had considered 
the possibility that the bank might pre- 
sent its note as a claim against his es- 
tate, making the full insurance payable 
to the daughter, and had decided to re- 
quest the bank to look solely to the in- 
surance for payment, which the bank 
agreed to do and did do after decedent’s 
death. At the same time, he made a will 
in which he gave $15,000 to his daughter 
and directed that the bank loan be paid 
out of the proceeds of the insurance. 
Also, both the policy and the loan papers 
signed by decedent provided that the 
beneficiary should have no right of sub- 
rogation to the rights of the bank in 
the collateral. 


On the claim of the personal repre- 


sentative, to be subrogated to the rights 
of the bank, the lower court held that 





“T can type 65 words a minute — 
give or take a minute or two.” 











decedent’s intention, corroborated by the 
documents in the case, was that the 
beneficiary was to receive only the ex- 
cess of the policy above the loan. More- 
over, since the bank had agreed to look 
solely to the collateral, there was no 
claim against the estate to which the 
beneficiary could be subrogated. 


HELD: Affirmed on the opinion of the 
lower court. 


Joint TENANCY — Survivor Not Con- 
clusively Entitled to Savings Ac- 
count Standing in Joint names 


New York—cCourt of Appeals 
Matter of Creekmore, 1 N.Y. 2d 284. 


The testator’s will—made two years 
before her death—bequeathed her sav- 
ings bank accounts to her two daughters 
equally. During her last illness the testa- 
tor instructed her attorney to obtain 
forms of power of attorney for all her 
bank accounts so that one daughter — 
who was named executor in the will — 
could pay the testator’s hospital bills. A 
trust company furnished the requested 


form which the testator signed, but the 
savings banks declined to give the forms, 
having in mind the risk of inadvertently 


permitting withdrawals by an attorney. § 
in-fact after testator’s death. The say. 9] whic 
fof 1 
as 1 
and furnished the necessary signature J 


ings banks suggested to the attorney 
that the testator create joint accounts 


ecards. The testator signed the cards in 
her hospital bed in the presence of her 
attorney and daughter-executor, after a 
brief private interview with the attorney, 


On the judicial settlement of her ac. | 
count, the daughter-executor claimed the | 
savings bank accounts passed to her out- | 


side the will under Section 329 of the 
Banking Law which provides that the 
creation of a savings account in joint 
names “shall, in the absence of fraud 
or undue influence, be conclusive evidence 

. . of the intention of both depositors 
to vest title to such deposit and the addi- 
tions thereto in such survivor.” The other 
daughter objected to the executor’s ac. 
count, and claimed half of the proceeds 
of the savings accounts under the will, 
arguing that the davghter-executor was 
not entitled to all the proceeds without 
proof that the testator knowingly and 
deliberately created the joint accounts. 


HELD: Objection to the daughter-ex- 
ecutor’s account sustained. The testator’s 
signature on the cards is merely evidence 
of an intention to create a joint account. 
Unless the testator, in the depths of a 
fatal illness, could appreciate the differ- 
ence between giving powers of attorney 
—as she had originally intended — and 
creating joint accounts, she was incom- 
petent to create joint accounts. The 
daughter-executor failed to meet her bur- 
den of proving that the testator’s mind 
accompanied the signing of the signature 
cards, that she knew what she was ex- 
ecuting and understood the cards’ provi- 
sions. 


Two judges dissented, on the ground 
that under the Banking Law the creation 
of the accounts in joint names conclusive- 
ly established an intention to vest title 
in the surviving depositor. 


JURISDICTION — Circuit Court with 
Probate Department Has Entire 
Jurisdiction 


Oregon—Supreme Court 


McCulloch v. United States National Bank, 

decided May 31, 1956, by Ore. Sup. Ct. 

The plaintiff asked for instruction 4s 
to his duties and in particular asked 
that the trust provisions of the will be 
declared void as in violation of the rule 
against perpetuities. The bank demurred 
to the complaint on the ground that the 
court had no jurisdiction over the action. 
Its contention was that the exclusive 
jurisdiction of the cause was vested iM 
the probate department ofthe Circuit 
Court for Multnomah County. The trial 
court sustained the demurrer. 
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HELD: Cause remanded for further 
proceedings in the Circuit Court. The 
statute conferring the right to construe 


“wills was given to the Circuit Court, 
é which in Multnomah County is composed 
4 of 13 departments, one of which is known 
Nas the probate department. Under the 
Astatutes, whenever the probate depart- 
Ament becomes congested with business, 
i causes and proceedings may be assigned 
Fito other departments. The Circuit Court 
q for Multnomah County, regardless of the 
@ department to which a case is assigned, 


is vested with the entire jurisdiction of 
that court. 


LIFE TENANT & REMAINDERMAN — 
Life Estate with Power of Disposi- 
tion Creates Fee 


Colorado—Supreme Court 
Davey v. Weber, 295 P. 2d 688. 


Charles Chilvers died testate, leaving 
a will which provided in part: 
Ida L. Chilvers, I further 


give, devise and bequeath the residue of my 


“To my wife, 


estate, both real and personal, wherever 
situate or found, for and during her natural 


life, 


lege of disposing 


granting unto my said wife the privi- 
of any part thereof at 
any time she may deem it necessary for 
her welfare, and if at the death of my said 
there shall be 


maining it shall go to the following named 


wife any of my estate re- 


brothers, sisters and sisters-in-law of my- 


self and wife in equal shares * * *.” 


The widow, Ida, died testate, leaving 
her estate to some of the persons desig- 
nated in the will of her husband but not 
all of them. This is an action to quiet 
tile brought by the persons designated 
in the widow’s will against the persons 
who would have taken the property under 
the husband’s will if it controlled the 
ultimate disposition of the property. 

HELD: The widow received under the 
husband’s will a fee simple title. An un- 
qualified power given a life tenant to 
dispose of property devised by will en- 
larges the life estate to a fee simple title. 
This has already been adopted as the 
rule in Colorado, even though it is the 
minority rule. 


LIFE TENANT & REMAINDERMAN — 
Settlor Entitled to Excess Trust In- 
come 

Pennsylvania—Supreme Court 
McKeown Trust, 384 Pa. 79. 


Settlor created an irrevocable trust re- 
serving to herself “out of the income” 


and if necessary “out of the principal” 


$150 2 month for life or until the prin- 
tipal is exhausted; upon her death the 
brincipal was to be paid to her children 
and if none to others in her family. At 
the i: ception of the trust, the income 
was shout $1,800 a year; thereafter it 


Was 
Daid 


considerably higher. The trustee 
the income in excess of the $150 a 
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month to the settlor. At the audit of 
the trustees’ account the guardian and 
trustee ad litem for settlor’s children 
contended that there was an implied di- 
rection to accumulate the excess income 
during settlor’s lifetime and that such 
accumulation would be valid during sett- 
lor’s lifetime. The lower court sustained 
the guardian and the settlor appealed. 


HELD: Reversed. In absence of an ex- 
press direction, there is no basis for 
inferring that the excess income should 
be accumulated. In the circumstances at- 
tending the creation of the trust, it is 
unreasonable to infer that settlor in- 
tended to preclude herself for all time 
from enjoying the income from her own 
property in excess of a relatively modest 
amount. The direction that the $150 was 
to be paid out of income obviously meant 
all of the income. Moreover, there are 
no appellate decisions sustaining an im- 
plied direction to accumulate income 
from an inter vivos trust. (The Court 
refrained from deciding that a direction 
to accumulate for the life of a settlor 
of an inter vivos trust was valid or not, 
but said that logically it be 
valid.) 


should 


LivING Trusts — Language of Bank 
Signature Card Created Trust 


Washington—Supreme Court 


In re Madsen’s Estate, 148 Wash. Dec. 


296 P. 2d 518. 


625, 


Decedent opened a savings account in 
name of “Madsen Morris TR for Mamie” 
by deposit of $1,000. The signature card 
recited “Funds in this account constitute 
a voluntary trust for Mamie Madsen, re- 
vocable in whole or in part by me at 
any time by the withdrawal of funds. 
After my death, funds remaining in the 





account shall belong to the beneficiary 
absolutely.”” Decedent withdrew $50 prior 
to his death, and retained the passbook 
in his possession. Mamie, as the named 
beneficiary, withdrew the $950 remain- 
ing after decedent’s death. Mamie ap- 
pealed from the Order of Court directing 
her, as executrix, to inventory the $950 
withdrawn from the savings bank ac- 
count as an asset of the estate. 


HELD: Reversed. The language of the 
declaration of trust on the bank signa- 
ture card expresses the decedent’s inten- 
tion to establish a revocable trust for the 
beneficiary. Such trusts do not violate 
the Statute of Wills. Their creation does 
not depend upon the death of the de- 
positor. The beneficiary is entitled to the 
funds. 


POWERS OF APPOINTMENT — Wheth- 
er Will Exercises Power 


California—District Court of Appeal 


Estate of Carter, 141 A.C.A. 779 (May 22, 


1956). 


Carter left a will in which he estab- 
lished two trusts, A and B. Trust A con- 
sisted of half the residue of the estate, 
provided for payment of the income to 
his wife Mabel during her life, for ter- 
mination on Mabel’s death, and gave her 
a power of appointment over the corpus. 
If she failed to exercise her power of 
appointment, there was a gift over to 
Trust B, consisting of the remaining half 
of the residue. 

Mabel was to receive the income from 
Trust B for life. The trust was to ter- 
minate at Mabel’s death, and if she 
should not exercise her power of ap- 
pointment over Trust A, then Trust B 
would go to the persons named by Carter 
to receive his estate — 28 legatees, the 
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residue going to Church Divinity School. 
If she exercised her power, 13 of the 
legacies (gifts personal to Mabel) were 
not to be paid, but the residue was to 
go to the Divinity School, whether Mabel 
exercised her power or not. 

Section 125, Probate Code, provides: 

“A devise or bequest of all the testa- 
tor’s real or personal property, in express 
terms, or in any other terms denoting his 
intent to dispose of all his real or per- 
sonal property passes all the real or per- 
sonal property which he was entitled to 
dispose of by will at the time of his death, 
including property embraced in a power 
to devise.” 

Mabel left a will providing for the 13 
legacies and giving’the residue to Church 
Divinity School. Later she made a codicil 
giving the residue of her estate to the 
divinity school and appellants, five other 
charitable organizations. The lower court 
held that Divinity School took the resi- 
due as against the other five charities. 


HELD: Affirmed. There was a con- 
flict between the residuary clause and 
other provisions of the will, rendering it 
uncertain whether Mabel had exercised 
her power of appointment. The lower 
court admitted the evidence of the law- 
yer who drew the will but in its de- 
cision disregarded the evidence, saying 
that the clause relied upon as an exer- 
cise by her of her power of appointment 
was not ambiguous and the attorney’s 
evidence was not necessary. The court 
held the testimony of the attorney 
properly admitted. 

Note. An obscure decision. Unless the 
result depends on the attorney’s testi- 
mony, which the Superior Court disre- 
garded and the District Court of Appeal 
took into account, it would seem that the 
residuary clause exercised the power of 
appointment under Section 125. 


REVOCATION — Doctrine of Depen- 


dent Relative Revocation Inapplic- 
able in Absence of Intent to Make 
Another Will 


Tennessee—Supreme Court 
Briscoe v. Allison, 290 S.W. 2d 864. 


Testator executed his will in 1949. On 
several occasions thereafter he expressed 
dissatisfaction with its terms and threat- 
ened to destroy it. In 1953, while at 
breakfast he tore the document to pieces 
and stated to two persons that he was 
tearing up his will. His former wife col- 
lected the fragments and placed them in 
an envelope. After his death the docu- 
ment, pieced together with scotch tape, 
was offered for probate. The jury found 
against the will. The Court of Appeals 
reversed. 

HELD: Jury verdict affirmed. In the 
absence of other facts, it is presumed 
that testator, by destroying his will, in- 
tended to revoke it completely. There 
was no proof of fraud or mental inca- 
pacity, or that when testator destroyed 
his will he intended immediately to make 
another one. While Tennessee recognizes 
the doctrine of dependent relative revo- 
cation, this doctrine applies only when 
the act of revocation is proved to have 
been conditional upon testator’s making 
an effective substituted will. 


SPOUSE’s RIGHTS — Failure to Elect 
to Take Under Will Results in Re- 
nunciation 


Kansas—Supreme Court 
In re Estate of Jones, 179 Kan. 744. 


The testator died on August 25, 1950, 
leaving as his heirs-at-law his widow, 
Ruth, and two children of a deceased son. 
On August 31, the widow filed a petition 
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for the probate of the will and for her 
appointment as executrix. On September 
29, the will was admitted to probate and 
she was appointed executrix. On October 
5, 1950, she signed and acknowledged her 
“election to take under will.” She con- 
tends that this election was filed on that 
date, whereas the grandchildren contend 
that it was not in fact filed until August 
29, 1951. 


The probate court found that her elec. | 


tion, which was dated and subscribed to 


on October 5, 1950, was not filed on that | 
date and was in fact not filed within six | 
months from the date the will was ad- | 
mitted to probate, and ordered such elec. | 


tion set aside and that the grandchildren, 
as heirs-at-law of decedent, were each 
entitled to an undivided one-fourth in. 
terest in the estate. 


HELD: Affirmed. Under the statutes 
then existing (G. S. 1949, 59-603 and 59. 
2233) the widow not having consented 
during her husband’s lifetime to his will, 
and not having filed a written election to 
accept the provisions of the will within 
six months from the date of probate 
thereof, inherited under the laws of in- 
testate succession, 


The law in this case has been changed 
by G. S. 1955 Supplement, 59-603 and 
59-2233; spouse is deemed to have taken 
under the will, rather than renounced, 
unless renunciation is filed within six 
months. 


TERMINATION — Provisions of Instru- 
ment as a Whole Indicated Trust 
was to Continue for the Maximum 
Period Permissible Under Rule 
Against Perpetuities 

United States—Court of Appeals, 
District of Columbia Circuit 


Walsh v. National Savings and Trust Co., 231 
F. 2d 496. 


The trustor under a declaration of 
trust died in 1944 survived by a daugh- 
ter, Katherine, and Mary Helen, a child 
of Katherine. The trust instrument pro- 
vided that it should continue for a period 
of 20 years after the death of Mary 
Helen if there be “lineal descendants” of 
trustor surviving for that length of time 
and at the end of such period the trust 
should terminate. The instrument further 
provided that if, following the death of 
trustor and her daughter, Katherine, 
there should be a failure of lineal de- 
scendants of Katherine then the trust 
should terminate. Katherine died in 1952. 
Mary Helen contended that the trust 
terminated upon the death of her mothe, 
Katherine, because the instrument refers 
to the plural, “descendants”, and as ther¢ 
was only one descendant, herself, ther 
were no descendants within the meaning 
of the instrument. The trustee brought 
an action for instructions and the Dis- 
trict Court held that the trust did no 
terminate on the death of Katherine. 


HELD: Affirmed. The provisions ° 


TRUSTS AND EstTATES 














the 
shor 
uf ¢ 
sur’ 
jl use 
7 desc 
i shor 
qj sucl 
‘4 


4 Te 


















Po 







O 
and 
sepé 
nam 
619, 
ing 
be p 
deat 
was 
tain 
afte 
shou 
erty 
spec 
year 
to th 

fi 
vides 
mont 
shou 
wife 
to n: 
main 
prov 
in a 
Trus 
that 
trust 
619 
in ac 
ae 
Jenn 
Dece 
tensi 
620 

In 
ing in 
of th 
held 
tered 
the gs 
until 
Appe 
cone], 
but a 
that 
Darty 
prose 


HE 
Jenny 
$20 
Trust 
tribut 
and 
lerms 
inelud 
620, t 




























Aucu 





the trust clearly meant that the trust 
should continue for the specified period 
if any lineal descendant of the trustor 
survived for such period. Moreover, the 



































































































Yr Huse of the phrase “a failure of lineal 
N- descendants” determines when the trust 
at F should terminate, and as there was no 
i : such failure, the trust should continue. 
Ist @ 
1 TERMINATION — Trustee Has Right 
ec. | to Appeal as to Date 
to Ohio—Supreme Court 
hat ; Toledo Trust Co. v. Farmer, 165 Ohio St. 378. 
1 3 =©On December 31, 1930, Henry J. Hinde 
ec. y and his wife, Jenny E. Hinde, created 
en, | separate irrevocable inter vivos trusts 
ach | naming plaintiff as trustee. Trust No. 
in- § 619, created by Jenny, provided that dur- 
ing her life the entire net income should 
_ be paid to her husband and that upon his 
59. death and during her lifetime the income 
ited Was to be paid in specified shares to cer- 
vill. tain relatives. It further provided that 
a te after the settlor’s death the trustee 
thin @ Should hold and manage the trust prop- 
bate erty for ten years, paying income as 
in. Specified, and at the end of such ten- 
year period distribute the trust estate 
nis to the then surviving income beneficiaries. 
par Trust No. 620, created by Henry, pro- 
aken @ Vided that during the settlor’s life $2,000 
iced, @ monthly (or more or less as the trustee 
six § Should decide) be paid to the settlor’s 
wife; that certain other income be paid 
to named beneficiaries; and that the re- 
stru-§ maining income, added to the income 
‘rust @ Provided for in Trust 619, be distributed 
num § i accordance with the provisions of 
Rule @ Trust 619. Trust 620 further provided 
that upon the death of Jenny the entire 
trust property be transferred to Trust 
619 and held, managed and distributed 
. 931 2 accordance with the provisions there- 
of, Trust 620 thereupon to terminate. 
— Jenny died August 24, 1943 and Henry 
augh- Yecember 16, 1947. In 1952, after ex- 
child ®nsive tax litigation, the assets of Trust 
; pro- (20 were transferred to Trust 619. 
veriod# =In a declaratory judgment action ask- 
Mary§ ing instruction as to the termination date 
ts” off of the trust, the Common Pleas Court 
f time held that the trust should be adminis- 
trust™ tered for ten years after the death of 
urther§ the survivor of Jenny and Henry (i.e., 
ath off until December 16, 1957). The Court of 
erin, f Appeals disagreed with the trial court’s 
al de-Bronclusion as to the termination date, 
trust but affirmed the judgment on the theory 
1 1952. that the trustee was not an aggrieved 
trust party and therefore could not properly 
nothe!, # prosecute the appeal. 
= HELD: Reversed. Upon the death of 
% there Jenny the entire trust property in Trust 
ani 120 was required to be transferred to 
rong Trust 619, which by its terms was dis- 
‘ie Dis tibutable ten years after Jenny’s death, 
lid not ind termination is controlled by the 
ane. '™s of Trust 619. Therefore, Trust 619, 
| including assets transferred from Trust 
ons “620, terminated August 24, 1953. 
"STATES 
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Although a trustee who is a mere 
stakeholder with no duty to perform 
other than to pay out funds to various 
claimants as ordered by a proper court 
order has no right to appeal from such 
order, the situation is different where 
the judgment prevents the trustee from 
discharging his duties under the trust. 
If a trustee may appeal from an order 
terminating a trust, as has been held, 
it may also appeal from an order ex- 
tending the date of the termination of 
the trust. The trustee is an aggrieved 
party where an order of the court affects 
the existence, validity or continuance of 
the trust and where the order concerns 
matters of the trust apart from the du- 
ties of the trustee as a mere stakeholder. 


WILLs — Construction — Bequest 
Reducible on Remarriage Created 
Defeasible Fee 


Georgia—Supreme Court 
McDonald v. Suarez, 212 Ga. 360. 


Testator bequeathed to his wife “ * * * 
all of estate both real and personal. 
Recognizing her right to remarry, in 
which event I will and direct that my 
estate be divided equally between my 
wife * * * and such children of mine 
that may be in life at said time.” 


The wife did not remarry and died 
testate. At her death certain of testator’s 
and her children contended that the es- 
tate granted by the quoted language was 
an estate during widowhood, which in 
the wife’s case turned out to be an estate 
for life and that therefore any property 
which had passed under testator’s will 
and remained at his wife’s death be- 
longed to his children who survived his 
wife as remaindermen under the testa- 
tor’s will. Other children contended that 





the wife took a fee simple interest sub- 
ject to be divested by her remarriage. 


HELD: Wife took a defeasible fee 
which is “a present possessory freehold 
estate of inheritance, which could be 
defeated only by the happening of the 
event stated in the will, the wife’s re- 
marriage.” 


“The words he (testator) employed do 
not show that he intended that his wife’s 
estate was limited to her widowhood or 
life in the event she did not remarry, nor 
indicate that he intended to vest in his 
children an estate of any character prior 
to his wife’s remarriage, nor were any 
words used that would indicate his inten- 
tion that his surviving children would take 
an estate in fee on the death of his wife 
without remarrying.” 


The wife’s estate, therefore, since she 
did not remarry, eventuated to be a fee 
simple estate which passed by her will. 


WILLS — Construction — Date for 
Determining Takers Under Class 
Gift 

Illinois—Supreme Court 
Bergendahl v. Stiers, 8 Ill. 2d 257. 


The testator’s will gave a life estate in 
the residue to his widow “and at her 
death said Real Estate and personal 
property shall become the property of 
my heirs in body then living.” This was 
a partition action brought by a grand- 
child of the testator (daughter of a de- 
ceased child) against two children of 
the testator. The plaintiff’s parent sur- 
vived the testator but predeceased the 
life tenant and the defendants claimed 
that the remainder vested in the testa- 
tor’s then surviving children at the 
testator’s death subject to being divested 
by their death before the life tenant. 
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HELD: The class is determined as of 
the date of the life tenant’s death. Use 
of the word “heirs” rather than “chil- 
dren” indicates an intention that grand- 
children be eligible for the class gift 
and the word “then” was construed as an 
adverb of time, referring to the life 
tenant‘s death. 


WILLs— Probate — Dependent Rela- 
tive Revocation — Invalid Codicil 


Delaware— Court of Chancery, New Castle Co. 
Ruth v. Ruth, 123 A. 2d 132. 


Testator left a will with one codicil, 
both of which were probated. The will 
established a valid trust for testator’s 
children and lineal descendants to run 
for a period of fifteen years. The codicil 
did not change testator’s distributive 
plan but merely purported to extend the 
term of the trust to thirty-five years, 
specifically ratifying and confirming the 
will “in every other respect.” The execu- 
tor, conceding that the trust as so ex- 
tended violated the rule against per- 
petuities, brought this suit for instruc- 
tions as to whether the entire trust must 
therefore be declared invalid. 


HELD: The basic testamentary scheme 
would not have been altered by the 
codicil had it been effective. In such 
cases it is proper to apply the doctrine 
of dependent relative revocation and give 
effect to the testator’s basic intentions by 
upholding the will according to its 
original terms. The trust is therefore 
valid for a fifteen year term. 


WILLS— Probate — Forfeiture Clause 
Not Effective Where Contest is 
Made in Good Faith 


Minnesota—Supreme Court 
Hartz’s Estate v. Cade, 77 N.W. 2d 169. 


Decedent’s will, which bequeathed 
$1,000 to each of two cousins and left the 
major portion of his estate to his house- 
keeper, contained a clause providing that 
if any legatee contested the validity of 
the will his legacy should be void. The 
cousins unsuccessfully contested the will 
on the grounds of undue influence and 
lack of testamentary capacity. The decree 
of distribution nullified the legacies to 
the cousins on the basis of the forfeiture 
clause. On appeal, the district court 
found that the will contest was prose- 
cuted in good faith and with probable 
cause and determined that the contest- 
ants were entitled to the legacies. 


HELD: Affirmed. Minnesota adopts 
the majority view that, although a for- 
feiture clause is valid and enforceable, it 
will not be effective against a legatee who 
has unsuccessfully contested the will if it 
appears that the legatee acted in good 
faith and with probable cause in contest- 
ing the will. The minority view, whereby 
such a clause is strictly interpreted, tends 
to discourage the establishment of the 
invalidity of an actually invalid will. 
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WILLs — Probate — Execution Valid 
Although Witness Did Not See Tes- 
tator’s Signature 


Massachusetts—Supreme Judicial Court 


Dunham, Petitioner, 1956 A.S. 747; June 6, 


1956. 


West asked D and his wife to witness 
his will. They signed in his presence and 
saw his signature. Then later West re- 
quested T to. witness the instrument, say- 
ing that it was his will. When it was laid 
before T it was folded crosswise so that 
only Mrs. D’s signature was visible. It 
was in T’s control when he signed and 
with slight exertion he could have seen 
the signatures of West and D, but he did 
not take the trouble. The probate judge 
disallowed the will and the proponent 
appealed. 


HELD: Appeal sustained. This case 
is distinguishable from those where the 
testator actively hides or conceals his 
signature from the witness. Here there 
was no intentional concealment. The 
testator had acknowledged the instru- 
ment as his will when he produced it and 
handed it to T. 


WILLs — Probate — Will Invali- 
dated in Part Because of Undue In- 
fluence 


California—District Court of Appeal 


Estate of Stauffer, 142 A.C.A. 44 (May 31, 
1956). 


Stauffer’s will, item 2, left designated 





real property (later sold by testator} to 
Jessie Snyder; item 3 left to R. N, 
Philpot and Hilda Kirtlan improved buisi- 
ness property which was the principal 
asset of his estate; item 7 gave the resj- 
due in equal shares to Philpot, Jessie 
Snyder, and Gladys Wollenberg, widow 
of his deceased son. Philpot had been 
in complete management of Stauffer’s 
affairs for many years. Hilda Kirtian, 
Philpot’s secretary, had kept the Stauffer 
accounts. Philpot was named executor 
without bond. 


Because of the confidential relationship 
and other facts developed at the trial, 
the Superior Court held that the devises 
to Philpot and Kirtlan were obtained 
through undue influence. This holding 
was appealed by those parties. Gladys 
Wollenberg appealed from the further 
decree invalidating the residuary gift in 
its entirety. 


HELD: Decree affirmed in part and 
reversed in part. The devises to Philpot 
and Kirtlan were obtained through undue 
influence, but the residuary clause was 
valid as to both Wollenberg and Snyder, 
although the latter did not appeal. 


The clause giving one-third of the 
residue to Philpot being invalid, that one. 
third wa's intestate property, the rule ap. 
plied being the same as though Philpot, 
who was precluded from taking his desig- 
nated share, had predeceased the testa- 
tor. The improved business property 
(item 3) fell into the residue. 
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Attorneys: His knowledge can help your Chents! 


He is a Connecticut General representative 

. . and many attorneys find his help invalu- 
able in the preparation of sound estate plans 
for their clients. 


Why? For one thing he is thoroughly familiar 
with all forms of insurance . . . so important in 
any estate plan. For another thing he is spec- 
ially trained in estate planning and in working 
with attorneys, trust officers and accountants. 


So get in touch with him. You, too, will find 
his knowledge and experience can save you 
time and work . . . help you better serve 
your clients. Or write us. Connecticut General 
Life Insurance Company, Hartford. 
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